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Abstract 
 
 
With rising levels of greenhouse gases in the atmosphere globally and the scientific indications 
of climate change, the global community called for a universal response to rising temperatures 
and gas emissions. The EU as an international player was at the forefront of this combat. To 
confront the challenge of rising greenhouse gas levels and to reach the targets of the Kyoto 
Protocol, the EU pledged to reduce its emissions to 1990 levels and launched an Emissions 
Trading Scheme in 2005. First and second phase of the EU ETS are over, and the third phase 
running from 2013 will end in 2020. For the purpose of the third phase EU ETS, the EU 
Community adopted a revised Directive 2009/29/EC on the operating of the ETS and an Effort 
Sharing Decision covering emissions from the sectors not covered by the ETS. The adoption 
of both legislation opened up new questions with regard to implementation within national 
contexts.  
 
Firstly, this thesis explores the extent of sovereignty member states in the EU have in the area 
of EU ETS and ESD with relation to implementation, answering the question: “to what extent 
have member states ceded sovereignty in the area of environmental policy at the EU level, in 
the case of revised ETS and ESD?” Moreover, after establishing the legal aspects of the ETS 
and ESD with regard to member state sovereignty in the implementation process, the thesis 
analyses the variation in implementation of the two legal documents in the similar country 
context of Slovenia and Croatia. This is done by answering the second research question: 
”which factors account for variation in implementation of EU public policy between Slovenia 
and Croatia in the case of phase 3 of EU ETS?” This is based on descriptive statistics of the 
emission related data and document analysis of both legislation, governmental and EU reports 
on the topic. To this, the developed theoretical framework is applied. In the analysis, it was 
found that similar country context implements EU environmental legislation in the similar 
manner. However, key variation was visible in the area of preferences of political actors 
responsible for the implementation as well as within the distribution of funds authorised for 
specific areas of environmental protection as a share of GDP and the over all ambition with 
regards to emission reduction policies. On this basis, it can be stated that variation in 
implementation of revised EU ETS and ESD in Slovenia and Croatia is low. 
 
 
 
 
 
 
 
 
 
 
 
 



 2 

List of Figures and Tables 
 
 
Figures 
 
1. GHG emissions in Slovenia by sector                                                                                 32 
2. GHG emissions in Slovenia by gas                                                                                     33 
3. Trend of GHG emissions in Croatia by sector                                                                    33 
4. Trend of GHG emissions in Croatia by gas                                                                        34 
5. Target trajectory for non-ETS emissions in the 2013-2020                                                34 
6. Trends in GHG emissions and the division to EU ETS and ESD for Slovenia                  35 
7. Annual quota amount for Croatia for the period 2013-2020 (kt Co2-eq)                           35 
8. Total government expenditure on environmental protection, 2018 (%of GDP)                 47 
 
 
Tables 
 
1.Key features of EU ETS                                                                                                     27 
2. Instruments in the period 2013-2020 in Slovenia                                                              49 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 3 

List of abbreviations 
 
AEA               Annual emission allocations 
CDM              Clean development mechanism 
CER               Certified emission reduction 
DG                 Directorate-General 
EC                 European Commission 
EP                  European Parliament 
ERU               Emission reduction unit 
ESD               Decision on effort sharing 
EU                 European Union 
EU ETS         European Union Emissions Trading Scheme 
EUTL            European transaction log 
GDP              Gross domestic product 
GHG             Greenhouse gases 
IPCC             Intergovernmental Panel on Climate Change 
JI                   Joint implementation credits 
MEE             Croatian Ministry of Energy and environment 
MLG             Multi-level governance 
MS                Member state of the EU 
NAP              National implementation plan  
NCEEP         National centres for environmental prediction 
NIM              National implementation measure 
RES              Renewable energy sources 
SEA              Single European act 
TEU             Treaty of the European union 
TFEU           The Treaty of Lisbon 
UNFCCC     United Nations Framework Convention on Climate Change 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 4 

List Of Contents 

ABSTRACT 1 

LIST OF FIGURES AND TABLES 2 

LIST OF ABBREVIATIONS 3 

LIST OF CONTENTS 4 

1. INTRODUCTION 6 

1.1 Problem formulation 6 

1.2 Chosen case: the EU and its climate policy 6 

1.3 Literature review identifying knowledge gap 8 

1.4 Development of the research questions 9 

1.5 Structure of the Thesis 11 

2. METHODOLOGY 11 

2.1 Research Design 13 
2.1.1 Case Study 13 

2.2 Research methods 14 
2.2.1 Descriptive Statistics 14 
2.2.2 Document Analysis 15 

2.2 Data Collection 15 
2.3.1 Primary Data 15 
2.3.2 Secondary Data 16 

2.4 Criteria for the evaluation of research philosophy: validity and reliability 16 

3. THEORY 17 

3.1 Multi-level governance 17 

3.2 Public Policy analysis 19 
3.2.1 Six factors affecting implementation effectiveness of EU policies 21 

ANALYSIS 24 

Establishing the analytical boundaries 25 

Justification of the chosen country cases 25 

The context of EU ETS and ESD 26 



 5 

EU ETS III (2013-2020) 26 

ESD 29 

Interaction of both legislation with other EU legislation 31 

COUNTRY GHG EMISSION HISTORY AND ESD TARGETS 32 
Slovenia 32 
Croatia 33 

ESD TARGET 34 
Slovenia 34 
Croatia 35 

EU ETS allocation 35 

1. PROGRAM DEFICITS 36 

2. INSTITUTITONAL CAPABILITY 38 
Slovenian national system 40 
Croatian national system 41 

3. ADMINISTRATIVE CAPACITIES and CONTROL DEFICITS 43 
Common capacities 44 
Slovenia 45 
Croatia 46 

4. PREFERENCES AND STRATEGIES OF INVOLVED ACTORS 48 
Slovenia 48 
Croatia 48 

5. CHOICE OF POLICY INSTRUMENTS 49 
Slovenia 49 
Croatia 51 

DISCUSSION 53 

Implications of the study and ideas for future research 56 

CONCLUSION 56 

Contribution to the academic field 57 

BIBLIOGRAPHY 59 
 
 
 
 
 
 
 
 



 6 

1. Introduction  
1.1 Problem formulation 
 
Climate change is recognised by the global community to be induced by anthropogenic 
activities mainly related to the use of fossil fuels, which emit greenhouse gases (GHG) in 
particular carbon dioxide (representing the largest share of GHG emissions), methane and 
nitrous oxide (IPCC, 1990). Continued emission of GHG will cause further warming and long-
lasting changes in all components of the climate system, increasing the likelihood of severe, 
pervasive and irreversible impacts for people and ecosystems (Stern, 2006). Immediate, 
substantial and sustained reductions in GHG along with adaptation can limit climate change 
risk for the present and future generations (IPCC, 1990). Adaptation and mitigation are thought 
to be complementary strategies for reducing and managing the risks of climate change 
applicable to all industry sectors (IPCC, 1990).  
 
The preceding elaborations raise the question, how to globally achieve these adaptation and 
mitigation strategies in order to reduce GHG emission? In response to the threats posed by 
climate inaction, an international political consensus emerged in the 1990s, expressing the need 
to control GHG emissions. Extending the United Nations Framework Convention on Climate 
Change (UNFCC) from 1992, the Kyoto Protocol legally obliged participating developed 
countries to reduce current emissions on the basis that they are historically responsible for the 
current levels of GHG in the atmosphere since its entry into force in 2005 onwards (IPCC, 
1996). In the first period of the Protocol (2008-12), participating countries committed to reduce 
their emissions by an average of 5% below 1990 levels. Second, the Kyoto Period covers the 
years 2013-2020 and expects a further 20% reduction of GHG emission with regard to the 1990 
level (EU ETS Handbook, 2015). However, each country pledging to the Kyoto Protocol was 
able to choose their own policy instruments for reducing GHG emission as there is no universal 
single policy instrument recognised to bring down emissions across so many sectors of 
economic activities. ”Under the context of the UNFCC, preferred solutions focused more on 
market forces rather than direct regulation, and sought to incorporate some impost which 
reflects the level of CO2 emissions”. (Delbeke & Vis, 2015) The most common proposals were 
the introduction of carbon taxes and tradable emissions permits (Eikeland et al., 2016).  
 
1.2 Chosen case: the EU and its climate policy  
Against this background, the EU as a ratifier of the Kyoto Protocol and a leading actors in the 
global effort to mitigate climate change, chose to utilize the latter policy instrument. The EU 
represents the world’s third-biggest emitter of GHGs (EU Parliament, 2018). A breakdown of 
the EU's industry sectors from 2017, according to the percentage of emissions they emit, shows 
the energy sector is responsible for around 80.7% of greenhouse gas emissions, of which 
transport accounts for about a third. Greenhouse gas emissions from agriculture contribute 
8.72%, industrial processes and product use 7.82% and the management of waste with 2.75% 
(EU Parliament, 2018). The largest component of GHG is carbon dioxide, which in the EU 
represents more than 80% of total emissions. (EU Parliament, 2018) Thus, limiting CO2 
emissions in particular became the primary focus of the EU. After having explained the EU’s 
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focus in limiting GHG emissions and its key emitting sectors and gases, the next section shall 
highlight relevant EU climate change policies with relation to the initiative of GHG emission 
reduction.  
 
Since the 1990s, the EU started to develop a comprehensive set of policies specifically targeted 
to reduce GHGs as a response to the need of policy instruments to reach Kyoto Protocol’s 
targets (Delbeke & Vis, 2015). In line with Kyoto Protocol’s first phase the then EU 15 member 
states agreed on a common emission reduction of 8.6% from 1990 levels for the period 2008-
2012 (EU ETS book, 2015). At first, the EU tried to get a carbon-energy tax adopted, which 
failed for  political as well as institutional reasons (EU ETS Handbook, 2015). With this 
normative and historical background, a preferred approach to imposing a fixed tax on pollution 
was an alternative solution limiting the quantity of pollution. In 2000, the European 
Commission presented a green paper of “GHG trading within the European Union” with first 
ideas on the designs of the European Union Emissions Trading System (EU ETS handbook, 
2015).  
Overlapping with the Kyoto protocol’s second phasee, the EU implemented “the 20-20-20 
plan” in order to maintain its role as the global leader in fighting climate change (Ellerman & 
Joskow, 2008). On the basis of the Commission’s proposal, the March 2007 European Council 
made an independent commitment to reduce overall GHG emissions by 20% compared to 1990 
levels until 2020, set a binging target to increase the share of renewable energy in final energy 
consumption to 20% in 2020 and an indicative target to reduce energy consumption by 20% in 
2020 (EU ETS handbook, 2015). These commitments were part of a broader strategy called 
“Climate and Energy Package”, aimed at creating a competitive edge in emerging new 
technologies and reducing economic vulnerability against rising import prices for fossil fuels, 
and more generally for energy security reasons (EU ETS handbook, 2015) . 
 
After highlighting the most relevant wider EU strategies aimed at adhering to Kyoto Protocol’s 
target as well as independent initiatives aimed at reducing GHGs, the next section shall 
elaborate further on the two key utiised policy instruments covering most of Eu’s GHG 
emissions, which also represent the focus of this thesis. The main structure of the previously 
mentioned 20-20-20 plan with relation to GHG reduction involved two cross-sector climate-
policy instruments prepared by the DG Environment, outlined below. 
 
i) The EU Emissions Trading System  
represents the cornerstone of the EU member states’ climate policy. The EU ETS was 
introduced by Directive 2003/87/EC (revised into Directive 2009/29/EC for third phase) and 
came into force on 1st of January 2005 as a primary instrument for European member states to 
meet their obligations under the Kyoto Protocol’s target in its first phase (EU ETS handbook, 
2015). The rationale behind the establishment of the EU ETS is that emissions trading allows 
to achieve emission reduction targets in an efficient and effective way (Montgomery, 1972). 
The EU ETS, as a market-based instrument, works following the ”cap and trade” principle (EU 
ETS handbook, 2015). The implementation of the system has been divided into trading periods 
over time, known as phases; the first period (2005-2007); the Kyoto phase (2008-2012); and 
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the third phase (2013-2020). In the first two phases, the system was organised following a 
decentralised approach, where Member States set the annual cap and allocated the equivalent 
emission allowances among sectors, firms and plants on the basis of National Allocation Plan, 
one for each phase, reviewed by the EC (Meleo, 2014). Starting from the third phase, the 
European Commission (EC) has decided to replace this method with a centralised approach 
where the EC itself sets an European-wide cap (EU ETS Handbook, 2015). This cap would be 
reduced by 1.74% every year from 2013, divided into single allowances distributed among 
sectors, firms and plants, progressively moving from free of charge to 100% auctioning (Meleo, 
2014). Applying to four industrial sectors in its first phase (2005 to 2007), the ETS covered 
approximately 45% of the total CO2 emissions of the EU. However, the actual implementation 
of the EU ETS has raised doubts about its capacity to trigger innovation (Gagelmann and 
Frondel, 2005; Schleich and Betz, 2005). This poses a question, which policy area of the EU 
jurisdiction does the EU ETS fall under? As well as is the implementation in the hands of 
member states or at the EU level? 
 
ii) Effort Sharing Decision 
The second important legislation of the GHG reduction Climate and Energy Package, The 
Effort Sharing legislation establishes binding annual GHG targets for Member States for the 
period 2013-2020. These targets concern emissions from most sectors not included in the EU 
ETS such as transport, buildings, agriculture and waste, representing 55% of the EU’s GHG in 
2013 (EU ETS handbook, 2015). The main goal of the legislation is to form part of a set of 
policies and measures aimed to help the EU towards a low-carbon economy as well as increase 
its energy security. The national targets are to deliver a collective reduction of around 10% in 
total EU emissions from sectors covered by 2020 compared with 2005 levels (EC Europa ESD, 
2020). The Decision also lays down how the annual emission allocations (AEAs) in tonnes for 
each year from 2013 to 2020 are to be calculated and defines flexibilities (EC Europa ESD, 
2020). These national targets are based on member states’ GDP per capita, from a 20% cut for 
the richest countries to a maximum 20% increase for the least wealthy (although they were still 
projected to have to make efforts to limit emissions) (EC Europa ESD, 2020). In contrast to 
sectors in the EU ETS, which are regulated at EU level, Member states are responsible for 
national policies and measures to limit emissions from the sectors covered by Effort Sharing 
legislation (EC Europa ESD, 2020). Progress is monitored by the Commission every year, with 
each country required to report its emissions. Similarily to the EU ETS, the of sovereginty of 
member states in the implementation phase is in question. 
 

1.3 Literature review identifying knowledge gap 
 
Having presented an outline of the EU ETS and the Effort Sharing Decision as well as the key 
developments of EU policy related to climate change, it is crucial to establish the literature of 
the topic and highlight the literature gap that this thesis shall aspire to fill. The topic of climate 
change mitigation within the EU has been strongly debated over the past 20 years.  Research 
funded by the EC has looked extensively at environmental policy and reducing CO2 emissions, 
including aspects such as National Allocation Plans, the Linking Directives and the mechanics 
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of ETS. There exists a vast amount of scholarly articles of the topic of first-move advantages 
of the EU’s climate change mitigation strategy (Lieberman & Montgomery, 1988; Fisher et al, 
2007). Moreover, Delbeke and Visk (2015) present a chronological delimitation of EU climate 
policy in terms of its development and implementation. Furthermore, Egenhofer & Alessi 
(2013) analyze the EU Policy on Climate Change Mitigation since Copenhagen and the 
Economic Crisis. There are other studies regarding implementation of EU climate policy, 
however their focus is narrowed on the renewable energy sources. Moreover, on the topic of 
EU ETS useful research has appeared in a variety of academic journals (Examples include: 
Mathiensen and Maestad (2004) or Baker and Ekins (2004)), in addition to work undertaken 
on behalf of the European Commission and some national governments by consultancy 
organisations and other research bodies employing a variety of methods and models. 
Notwithstanding such efforts, it cannot be said they led to an ‘official’ view of the Scheme’s 
potential impact upon businesses, industry, the environment and consumers (Capros and 
Mantzos, 2000). From a purely economic outlook, various studies predominantly focused on 
economic aspects within specific sectors such as competitiveness within iron and steel industry 
(Demailly & Quirion, 2008) or on the functioning of the Scheme within specific country 
contexts (Fontini & Pavan, 2014; Meleo, 2014; Siksnelyte et al., 2018). Rogee, Schneider & 
Hoffan (2010) went further and analysed the innovation impacts of EU ETS within the German 
power sector and Borghesi et al. (2014) within the Italian manufacturing industry posing an 
interesting puzzle. Overall, the EU ETS has been identified as successful in creating a carbon 
price, whose drivers have clearly been identified: economic activity, fuel prices, abatement 
potential, extreme temperatures (Creti et al., 2012; Alberola and Chevallier, 2009; Alberola et 
al., 2008; Mansanet-Bataller et al., 2007). There is however a vast amount of literature relating 
to design failures and unviability of EU ETS (Borenstein, 2016; Arto et al., 2009; Liu et al., 
2015). 
 
1.4 Development of the research questions 
 
In view of the previously outlined context, there seems to exist limited literature on the third 
phase of the EU ETS overlapping with the 20-20-20 EU plan. Mainly lacking on the topic of 
implementation of the revised Directive and associated Effort Sharing Decision within member 
states’ national policies as well as general evaluations of related effects. Third phase of the EU 
ETS is interesting to study since the importance and recognizability of the need for efficient 
environmental policies grew since the EU ETS initiation. Furthermore, the study of the 
implementation of two leading EU’s policy instruments in the area of emission reduction is 
necessary for the evaluation of the actual effects of the initiatives. Outcome of this study can 
also prove useful for the learning within the two domestic contexts regarding the factors that 
need to be taken into account in order to cope with compliance requirements or necessary 
capacities. Moreover, as this thesis is conducted in 2020 which also represents the end of the 
third phase of EU ETS and ESD, it poses as relevant and up-to-date. As mentioned before, the 
third phase of the EU ETS differs from the previous two mainly by the introduction of an 
universal cap and an addition of sectors to the Scheme. The associated Effort Sharing Decision 
(ESD) concerns further sectors not included under the Scheme. These changes indicate the 
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need for adaptation by member states to new guidelines and requirements by the EU. This is 
done during the implementation phase of transcribing EU law into national context. This topic 
relates to the study of public policies which seeks to understand the production and effects of 
public actions, whilst highlighting the broader effects resulting from such policy decisions 
(Knill  & Tosun, 2011). 
 
However, in order to research implementation of the EU ETS and ESD, firstly this thesis shall 
research the legal aspects of both legislation. Namely, what is of interest is  
 
“to what extent have member states ceded sovereignty in the area environmental policy at the 
EU level, in the case of ETS and ESD?”  
 
This research question relates to the facet of the legal questions at the EU policy-making level 
and lays the necessary foundation for further inquiry. This question aims to be answered, 
through the utilization of multi-level governance approach to the concept of EU integration in 
the area of environmental policy, mainly by reviewing the EU legislative acts and EC’s 
monitoring documents. With the basis of uncovering which phases of environmental public 
policy-making at the EU level are left in the authority of member states and which are the 
domain of the EC, the research moves on to analyse the implementation phase of two EU 
member states, namely Croatia and Slovenia. Their case represents a comparison study of two 
states with similar country context in terms of historical development, economic growth, 
climate and regulatory environment. Thus, the next puzzle lies in uncovering the reasoning 
behind potential variation/diverse approaches in implementation of both EU ETS and ESD 
withitn the two similar countries. This paper defines implementation as the stage in the policy-
making process where a policy is put into effect by the responsible bureaucracies (Knill & 
Tosun, 2011). Moreover, with reference to Knill & Tosun (2011) public policy analysis 
approach, the second research question investigates  
 
”which factors account for variation in EU public policy implementation between Slovenia and 
Croatia in the case of phase three of EU ETS ?”  
 
Second research question shall be answered on the basis of six factors defining implementation 
success for a better operationalization of the implementation concept. It builds on the first 
research question by aiming to establish whether there is space to maneuver for member states 
in terms of implementing EU environmental policy or whether the requirements by the EU are 
so uniform and strict, there is only one way of implementing the legislation. This paper aspires 
to contribute to existing literature by comparatively analysing the implementation process 
within two similar EU member states and establish the factors driving (potential) variation in 
implementation.  
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1.5 Structure of the Thesis 

In order to answer the research questions, this thesis will be structured as follows. After the 
introduction, the theoretical chapter will present the underlying concepts of the undertaking. 
The section shall cover the theories of multi-level governance and public policy analysis. 
Thereafter, the methodology chapter shall outline the reasoning behind the chosen approach of 
collecting empirical data and the manner in which it will be evaluated. Subsequently, the 
analysis part shall encompass the evaluation of aforementioned empirical data; firstly the 
analytical limitations of the undertaking, the context of the Climate and Energy package under 
which revised ETS and ESD have been adopted, a contextualization of both country’s GHG 
emission history and their targets under the EU legislation. Moreover, the analytical chapters 
moves on to the analysis of the implementation of both legislation on the basis of the theoretical 
concepts while also analysing the legal framework of both legislation. Lastly, the outcome of 
the analysis part will be utilised in the discussion chapter in order to acquire the driving forces 
behind variances in implementation of EU ETS’s third phase and associated legislation in the 
country context of Slovenia and Croatia with relation to theoretical underpinnings. Following 
concluding summarization of findings as well as limitations of the thesis and ideas for further 
research. 

2. METHODOLOGY 
 
This chapter shall encompass the key research approaches of the thesis and the underlying 
reasoning of these choices. This covers the research design, research methods related to data 
collection and a paragraph on utilizing specific criteria for evaluation of social research. This 
is done due to the notion that the research philosophy adopted for the study can be thought of 
as the assumptions regarding the way one perceives the world. These assumptions underpin the 
research strategy and the methods chosen as part of the strategy (Johnson & Clark, 2006). 

Firstly, in order to set out the research design and method, we shall clarify the research 
philosophy. Research philosophy encompasses ontology, concerned with the nature of reality 
external to social actors concerned with their existence (Saunders et al., 2007). Ontology is 
closely connected to social sciences, as the approach indicates that research cannot be 
understood correctly without taking into account the social aspects in which it is embedded 
(Saunders et al., 2007). That is why the objectivist and subjectivist aspects of ontology aim to 
portray the viewpoint that things exist as a meaningful reality external to those social actors 
concerned with their existence, or that social phenomena are created through the perceptions 
and consequent actions of affected social actors (Moses & Knutsen, 2012). Of the two aspects, 
the objectivist position relates to the facts that primarily the European Community exists, and 
that the existence of EU institutions is mandated by the Treaty of the European Union. There 
exists an established hierarchy to the proceedings and none of the involved parties can shortcut 
that hierarchy, which relates also to the policy-making. However, certain considerations in this 
undertaking shall also reflect a subjective position. This is the case whenever the intentions of 
member states, institutions and third-party actors will be mentioned and/or surmised in the 
study. 
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Secondly, research philosophy encompasses epistemology, which is related to the beliefs and 
assumptions guiding the development of knowledge in this thesis. It shapes how the research 
question is understood and how the findings are interpreted (Crotty, 1998). It is closely linked 
to the principals of natural science, as it considers reality a tangible thing which can be 
experienced objectively (Moses & Knutsen, 2012). Every research encompasses paradigms 
which form the research (Guba and Lincoln, 1994). There are three major philosophies: 
interpretivism, positivism and realism (Saunders et al., 2015). All inspired by the scientific 
approach but differ in the aim of the end result. This thesis relies on realist approach which 
represents a mixture of interpretivism and positivism. More specifically, this thesis relies on 
the strain of realist approach named critical realism. This approach attempts to understand the 
collected data much like the positivist but considering the world as a sensation of the world but 
not the real thing (Bryman, 2012). Thus, critical realism recognizes the reality of the natural 
order and the events and discourses of the social world whilst holding that researchers will only 
be able to understand the social world once they identify the structures at work that generate 
those events and discourse (Bryman, 2012). This is directly applicable to the research question 
striving to uncover the factors influencing potential variation in implementation within two 
county contexts. According to critical realists the main purpose of social science is to explain 
social phenomena and events by uncovering underlying mechanisms and structures (Moses & 
Knutsen, 2012). The social reality exists independently from the researchers and is the product 
of interactions between pre-existing, unobservable structures and agents. (Moses & Knutsen, 
2012) Further, the scientist’s conceptualization is simply a way of knowing that reality and 
does not necessarily capture the big truth out there existing independently of out conception of 
it (Bryman, 2012). Due to the fact that observation is fallible, has error and that all theory is 
also revisable. Thus, critical realists are critical of the ability to know reality with certainty. 
This is its main distinction from positivist notions. Thus, what makes critical realism critical is 
that the identification of generative mechanisms offers the prospect of introducing changes that 
can transform the status quo (Bryman, 2012).An appreciation of the context is crucial to critical 
realist explanations as it serves to shed light on the conditions that promote or impede the 
operation of the casual mechanism (Bryman, 2012).  
 
All in all, where the positivist searches for law-like generalisations, the interpretivist embraces 
the complexity of the world and focuses more on the transformation process than the end result. 
This thesis shall employ a critical realist paradigm due to its aim of investigating and creating 
knowledge regarding implementation of the EU legislation within differing national legislative 
context and uncovering the mechanisms at play in the EU environmental policy-making. 
Hence, this thesis would consider it insufficient to only study facts, as would be done in 
positivism, nor to study the subjects and interpret the reasons behind their actions as from a 
constructivist viewpoint. Seeking a more comprehensive understanding, the critical realist 
perspective combines and balances components from both philosophies of science. This 
approach was chosen as while acknowledging that positivism can identify natural laws by 
isolating the object of study, the real world is not characterized by such empirical regularities. 
Therefore, the aim of this thesis is to uncover structures in the social world in order to uncover 
wholesome answers to both research questions. Moreover, by taking on the critical realist 
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approach this paper recognizes that human knowledge is cumulative and not linear, thus 
constantly evolving, changing and being revised through the process of this research. This 
research seeks to construct intricate insights into the interaction and underlying mechanisms 
which are characteristic of the implementation of EU legislation with regard of the differing 
national contexts, actors, institutions, laws. 
 
2.1 Research Design 
 
Research design encompasses paying attention to the different frameworks for the collection 
and analysis of the data (Bryman, 2012). Moreover, a choice of the research design reflects 
decisions about the priority being given to a range of dimensions of the research process 
(Bryman, 2012). This section shall establish the underlying reasoning for the choice of the 
research design for this study.  
 
This thesis relies mainly on a qualitative research design. Usually employed in order to make 
sense of and analyse the socially constructed meaning of topics regarding the studied 
phenomena (Dezin and Lincoln, 2011). A variety of non-standardized data collection 
techniques as well as carrying questions and procedures are used to capture meanings and 
relations to create an interactive research experience (Saunders et al., 2015). This thesis shall 
however utilize a mixed-method study design. On one hand, content analysis and on the other, 
descriptive statistics will provide empirical data. These methodological appraoches will 
however be integrated, in terms of one inferring useful and necessary notions from the other. 
Even though qualitative research designs are typically characterized by their use of non-
numerical data (Saunders et al., 2015), the use of descriptive statistics as a method is justified 
on the grounds that it provides for the factual data foundation of the thesis.   
 
2.1.1 Case Study 
Since the thesis compares implementation within two national contexts and relies on a 
qualitative approach, employing a case study approach is appropriate. Case study is an in-depth 
empirical inquiry assessing a specific phenomenon in a real-life context (Yin, 2014). It is 
usually concerned with the complexity and particular nature of the case in question (Stake, 
1995). Emphasis lies upon an intensive examination of the setting. That is why this thesis shall 
dedicate a specific contextualization chapter, in order to understand both cases (Yin, 2014; 
Saunders et al., 2015). As the case in this thesis is uncovering the differences and/or similarities 
in the implementation process of the revised EU ETS and associated Decision within the 
national legislation of two member states, thus a comparison, an extension of the typical case 
study approach using more or less identical methods, shall base the foundation of this thesis. 
That approach is called comparative design and it entails studying two contrasting cases 
(Bryman, 2012). This approach embodies the logic of comparison, in that it implies that we 
can understand social phenomena better when they are compared in relation to two or more 
meaningfully contrasting cases or situations (Bryman, 2012). A cross-national research is one 
of such obvious forms of such research (ibid). Applied in relation to a qualitative research 
strategy it takes the form of a multiple-case study, a so-called hybrid case study. By comparing 
two or more cases, the researcher is in a better position to establish the circumstances in which 
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a theory will or will not hold (Eisenhardt 1989; Yin 2009). Related to this point is the fact that 
there is a growing awareness that the multiple-case study may play a crucial role in relation to 
the understanding of causality (Bryman, 2012). As the term implies, the idea of causality entails 
an effect following on from an independent variable that precedes it (Bryman, 2012). This 
approach has been chosen as it offers an even greater opportunity for the researcher to examine 
the operation of generative causal mechanisms in similar contexts of Slovenia and Croatia. The 
cases in this research have been selected on the basis of quantitative indicators relating to the 
targets of the legislation under study and represent similar types with relation to both the EU 
ETS and ESD targets. The downfall of this approach, according to Dyer and Wilkins (1991) 
relates to issues arising as multiple-case study approach tends to mean that the researcher pays 
less attention to the specific context and more to the ways in which the cases can be contrasted 
(Bryman, 2012). Concerns about retaining contextual insight and a rather more unstructured 
research approach are very much associated with the goals of the qualitative research strategy 
(Bryman, 2012). For this thesis, it is crucial to compare two cases as in that sense the thesis 
objective can be generalized and aimed at filling the literature gap with respect to the research 
area. Key strength to the comparative design lies its ability to allow the distinguishing 
characteristics of two or more cases to act as a “springboard” for theoretical reflections about 
contrasting findings (Bryman, 2012). For the best application and use of the generated 
empirical data, a combination of statistical and text analysis will be employed outlined in the 
next section. 
 
2.2 Research methods 
 
Research methods entail techniques for collecting data and can be and are associated with 
different kinds of research design – the latter represents a structure that guides the execution of 
a research method and the analysis of the subsequent data (Bryman, 2012). As this thesis relies 
on critical realist philosophy which allows for the mixed method approach, the empirical data 
shall be sourced from both quantitative and qualitative sources and the methods utilized also 
reflect that choice. 
 
2.2.1 Descriptive Statistics 

Firstly, this research shall rely on a quantitative method in order to establish the context of the 
study and related to the targets under both legislation. Descriptive statistics demonstrates data 
“as they are” through graphs and summaries (Moses& Knutsen, 2012). It allows for the data to 
be visually perceived in order to fully comprehend the puzzle behind it. It involves systematic 
collection of quantitative information (Moses and Knutsen, 2012). This specific approach of 
statistical analysis has been chosen as it aims at demonstrating best the GHG targets amongst 
member states and does not involve physical manipulation of data. Moreover, it proves visually 
less challenged. Statistics is utilized as an important starting-off tool for further inquiry into 
the research questions as well as serves as an empirical support for further explanations. By 
understanding and analysing the statistical data, the researcher was inclined to enquire about 
the causation of results and thus the research moves on to answering the second research 
question. The key strength of descriptive statistics is that it provides objective measurable 
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empirical data and is thus perceived as a credible and reliable method. Descriptive statistics 
was also utilised when analysing national registries, the Union Registry, the compliance reports 
of ETS permit allocations of each member state as well as the member state annual reports on 
their emissions. Moreover, Lastly, on the basis of the statistical outcomes with relation to ESD 
targets and allocations in question, this thesis has chosen two EU member states in order to 
conduct further inquiry of the second research question through utilization of document 
analysis. 

2.2.2 Document Analysis 
 
Qualitative content analysis relates to analysing data in a systematic manner from documents 
in order to reduce its complexity, analyse the meaning as well as identify relevant information 
and systemize data into manageable sets (Schreier, 2014). The aim is to isolate these individual 
sets of interesting aspects and further employ theoretical frameworks. As documents and 
legislation constitute the empirical material in this thesis on which the analysis will be built on, 
document analysis shall be performed in order to best grasp the actions, reactions and intentions 
of the relevant actors and institutions in the implementation process of the EU legislation in 
question. From the foundational background of descriptive statistics, the undertaking chose the 
case countries and moved forward to analysing the policy-making arena with relation to 
document analysis, indicating an integration of the two methods as representative for the 
mixed-method approach. The empirical material included in the research was chosen based on 
its relevance for the understanding of the variation in implementation in the case of Slovenia 
and Croatia. The documents were systemized on the basis of the source from which they were 
obtained from as well as based on the distinction between legal acts, official government 
reports and programmes and third-party documents analysing the implementation process of 
EU ETS and ESD. Moreover, replicability and transparency of the research are ensured through 
the public availability of the documents utilized. This approach also relates to the subjectivity 
aspect mentioned in the first section of this chapter. However, this approach benefits from the 
unobtrusive data collection in regard to government documents. 
 
 
2.2 Data Collection 
After having established the research strategy and methods of research, the following sections 
shall outline the data collection for the thesis. 
 
2.3.1 Primary Data 
Online research shall embody the main kind of data collection in terms of primary data. This 
thesis shall rely heavily on the online databases of the European Commission, EURLEX 
containing all the legal documents of the EU, the European Parliament, the OECD and official 
website of the governments of Slovenia and Croatia, as well as their responsible ministries for 
the environment. These websites include legal drafts, official reports (to or from the EU), 
operational programmes, analyses of the GHG trends, UNFCC documentation on the topic, 
public announcements, national registries, discussions, and statistical data all chronologically 
and otherwise systematized. Moreover, contemporary accounts from online media channels 
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shall be utilized related to implementation of the EU legislation. The online databases of other 
third-party institutions such as Carbon Market Watch and LIFE project are used when 
necessary. The downfall of primary data was revealed during the undertaking, in terms of key 
documents which would prove useful for the study, were publicly inaccessible. Namely, these 
were the official member state reports to the EC on the yearly implementation of the ESD. 
 
2.3.2 Secondary Data 
 
For the secondary data, this thesis shall employ textbooks, journal articles and academic articles 
related to the topic of the thesis as well as its contextualization. As primary sources may be in 
some cases biased, secondary data employed review previous findings serving to support 
analyses of the primary data and adding to the validity and reliability of the thesis. 
 
 
2.4 Criteria for the evaluation of research philosophy: validity and reliability 
 
The usual criteria for assessing the quality of social research relates to reliability (whether the 
measures that are devised for concepts in the social sciences are consistent), replicability 
(whether the results are replicable) and validity (concerns the integrity of the conclusions 
generated from a research) (Bryman, 2012). Case studies are often criticized with regard to 
their generalizability, reliability and the theoretical value they add. These points of critique are 
minimized by ensuring validity and reliability in research philosophy. These criteria relate 
mainly to the quantitative research. Lincoln and Guba (1985) proposed alternative terms and 
ways of assessing qualitative research, namely trustworthiness as a criterion of how good a 
qualitative study is. According to Bryman and Bell (2015) trustworthiness consists of 
credibility, transferability, dependability and confirmability. Credibility related to internal 
validity and how believable the findings are (Saunders et al., 2015). Working in line with 
accepted research methods, thus increases the credibility of a study (Bryman and Bell, 2015). 
This thesis achieves that by reflecting on the process of the undertaking and through discussing 
the approach taken towards the findings. Credibility of this thesis is further enhanced by the 
employment of triangulation. This refers to the use of more than one data source and method 
of data collection (Yin, 2014). In our case this refers to the use of descriptive statistics and 
document analysis reaching a higher degree of credibility by adding complexity and depth to 
the undertaking. 
Secondly, transferability relates to external validity and asks whether the findings apply to 
other contexts (Saunders et al., 2015), relating to generalizability. For this a research design, 
research questions, context, findings and implications of the research are provided so that other 
researchers could potentially “transfer” them to another research context (Saunders et al., 
2015). As this thesis is a comparative case study, it is only more crucial to reach 
generalizability, as such design is characterized by a rich and in-depth studying of a specific 
phenomenon (Bryman and Bell, 2015). This thesis aims to mitigate that by providing the reader 
with a consistent outline of the context, theoretical structure and research approach in order to 
classify the thesis within a broader contextual and theoretical framework. 
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Thirdly, dependability relates to reliability and the availability of a clear and concise summary 
of the empirical material, in order for other researchers to follow and be able to understand the 
research process (Saunders et al., 2015). It relates to whether the findings are likely to apply at 
other times.  
Lastly, confirmability relates to objectivity and accounts for the impossibility of qualitative 
policy research in a completely objective manner, due unavoidability of unique perspectives of 
the research. According to Bryman and Bell (2015) confirmability relates to the degree to 
which research can be confirmed despite theoretical preferences or personal opinions. This 
research aims to achieve a higher degree of confirmability by aligning statistical findings with 
document content analysis and continuously engaging in discussion of subjectivity. 
 
 

3. THEORY 
 
In the following chapter, the theoretical foundation for this undertaking shall be outlined. Since 
the topic of the thesis focuses on the implementation of EU legislation within member states’ 
national contexts, this thesis firstly employs European integration theories as the theoretical 
framework and further incorporates aspects of the public policy analysis theories. However, 
due to the complex nature of the EU, a short contextualization of its legislative and institutional 
arrangements with relation to environmental and energy policies is provided beforehand. 
Moreover, for the purpose of contextualization, this thesis takes on the definition by Gilad 
(2007) defining institutions are a set of formal and informal rules, or shared understandings 
that constrain and prescribe political actors’ interactions with one another. Within these 
institutional frameworks, political actors may have more or less freedom to pursue and develop 
their individual preferences and tastes. However, the EU is by standards of regional integration 
schemes worldwide heavily institutionalized. Encompassing a distinctive set of supranational 
institutions (the EC, the EP, the Court of Justice, etc.), a number of intergovernmental bodies 
and several smaller bodies that wield less in the way of formal power yet form distinct cogs in 
European policy-making machinery (Rosamond, 2003). The treaties define the roles of these 
various institutions as well as the ways in which they are supposed to interact. Thus, the EU 
institutions (formal or informal) are extend into the fabric of domestic and local polities.  
 
3.1 Multi-level governance 
Against this background, we shift our focus to the theoretical foundation of the thesis. Next 
section outlines a newer approach to EU theorizing, namely multi-level governance. This 
approach acknowledges that the character of governance in Europe has changed significantly 
over the past 50 years, suggesting that the boundaries between national policy-making and 
European policy-making have been blurred (Rosamond,2003). Thus, the EU policy process is 
said to be something that does not simply happen at the European level but penetrates into 
national political and legal systems in complex ways. Most of the work in this sphere builds on 
the claim that policy-making within both nation states and the EU is a complex affair that 
cannot be captured by static models of the decision-making process focusing solely on formal 
legislative institutions (Rosamond, 2003). Accordingly, we need to move away from the image 
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of there being two distinct domains of politics in Europe – the national and the 
supranational/European level. The two leading proponents of the idea define MLG as “the 
dispersion of authoritative decision-making across multiple territorial levels” (Hooghe and 
Marks, 2001). Hooghe and Marks (2003) defined the EU policy process as consisting of several 
tiers of authority (the European, the national and the subnational). Moreover, Rosamond 
(2003), building on the work of Hooghe and Marks (2001,2003), argues further that member 
states have indeed ceded sovereignty in certain areas, yet still maintained sovereignty in others. 
Thus, there has been an undoubted “drift” of authority in various policy areas to the European 
level (Hooghe and Marks 2001; Schmitter 1996). This notion proves valuable for the inquiry 
into the extent of sovereignty member states have left in the area of environmental policy on 
the EU level. Furthermore, in view of Rosamond (20033) if we perceive the EU as a policy 
system, it follows that scholarship needs to explore ways in which policy agendas are set, 
policies are formulated, decisions made and legislation is implemented. However, authority 
became dispersed among a variety of private and public agents as well, yielding a picture of 
complex, variable and uneven patterns of policy-making in contemporary Europe not only in 
the national/international divide but also public/private. For these additional reasons, this 
approach comes to use when analysing our inquiry into the implementation within two EU 
member state national contexts. The idea of MLG stretches even beyond these claims, 
emphasizing fluidity between these tiers, so that policy actors may move between different 
levels of action, dispersion of authority being uneven across policy areas (Rosamond, 2003). 
This is of particular interest and importance for our inquiry into the governance of the field of 
EU environmental protection policy intertwined with energy and climate policy. MLG outlines 
the EU as a »set of overarching, multi-level policy networks where the structure of political 
control is variable, not constant across policy space« (Marks et al., 1996). In many ways, MLG 
represents an attempt to capture the complexity of the EU, but it also represents a clear denial 
of the idea that there can be a single all-encompassing theory of the EU (Rosamond, 2003). It 
notes that different patterns of policy-making occur in different areas of EU activity, suggesting 
that detailed empirical scholarship is needed on a sector-by-sector basis, if one is to properly 
comprehend the complexity of EU governance (Rosamond, 2003). This is why the theory 
proves useful in answering the research question regarding sectoral implementation as well as 
due to its focus on the distributional effects, factors and the concept of multi-level governance 
which is especially relevant for the EU ETS legislation which represents a spill-over of energy, 
climate and environmental legislation. 
 
Moreover, this approach constitutes a move away from the idea that the key EU outputs are big 
history-making decisions such as treaty revisions, but that much of what the EU does is in the 
area of technical regulation and the finer points of economic governance (Rosamond, 2003). 
Both of which constitute the EU ETS Directive and associated Effort Sharing Decision. 
Furthermore, an argument for multi-level governance is built on the notion that the growth of 
MLG language in EU studies represents an echo of work within several fields including 
international relations, local government and policy analysis (Hooghe and Marks, 2003) 
positioning it well with the theory outlined in the next paragraphs.  All in all, MLG argues that 
the EU policy process has penetrated into national political and legal systems in complex ways, 
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accompanied by a drift of authority in various policy areas to the European level (Hooghe and 
Marks, 2001; Schmitter1996). This theoretical statement will be evaluated empirically in the 
following chapter of analysing the EU ETS implementation in Croatia and Slovenia in order to 
answer the research inquiry. 
 
3.2 Public Policy analysis 
After having established the theoretical framework of MLG in the context of EU integration 
theories, next section outlines key characteristics of public policy analysis in general followed 
by paragraphs on the implementation process. Lastly, factors determining implementation 
success are presented based on their appropriateness for this inquiry. 
 
In general, the study of public policy refers to the analysis of the contents, causes and conditions 
as well as the outcomes and impacts of governmental activities (Knill & Tosun, 2011). This 
thesis relies on the theoretical approach towards public policy analysis developed by Knill and 
Tosun (2011). They provide for a basic idea of the processes underlying policy-making and 
present theoretical and analytical perspectives in order to explain why governments institute, 
modify and indeed terminate public policy. In literature, public policy process is consisting of 
different policy stages that can be integrated into a process model; this models the policy 
process as a series of political activities; 1) problem definition and agenda-setting; 2) policy 
formulation and adoption; 3) implementation and 4) evaluation (possibility of termination or 
reformulation) (Knill and Tosun 2011). Public policy-making, especially at the EU level, is 
undoubtedly a complex process in which often one factor stimulating the promulgation of a 
public policy in one political system does not necessarily lead to the same outcomes in other 
political systems (Knill & Tosun, 2011). Which is why, this theory represents a relevant 
approach for the study of implementation variation within Croatian and Slovenian national 
contexts. Since the thesis focuses on the EU ETS Directive and associated Effort Sharing 
Decision, the focus is on a form of regulatory policy, aiming to specify conditions and 
constraints for individual and collective behaviour (Knill & Tosun, 2011).   
 
However, in order to identify the variation in implementation approaches of EU ETS and 
associated Decision on Effort-Sharing in the two EU member states, the theoretical undertaking 
chosen for this thesis shall essentially focus on what happens to an European law after its 
official passing at the European level, how the formal transposition and the practical 
application of legal acts take shape at the national level as well as which problems and 
deviations from the European objectives can be observed. Historically, there has been the 
implicit assumption that once a policy is adopted, it will be implemented and then produce the 
desired results (Knill & Tosun, 2011). Rather, implementation research has demonstrated that 
it is anything but a straightforward task to put public policies into practice. This arises primarily 
from the fact that in executing EU measures a vast number of actors at different institutional 
levels are involved, relating to the multilevel governance discussed above. Thus, Next sections 
outline key characteristics of theory of implementation process by Knill (2015),  the actors 
involved, the theoretical and analytical perspectives behind as well as the determinants of 
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implementation success in the EU, based on which the two case member states’ implementation 
process shall be compared in the analysis chapter. 
 
The implementation analysis evaluates the potential deviations from the originally intended 
policy objectives and the underlying reasons for these shifts (Knill & Tosun, 2011), which is 
essentially what our second research question is inquiring.  Implementation represents the stage 
of policy-making cycle where there is a connection between policy makers and policy 
addressees, mediated by the implementers, involving the transformation of a policy output into 
a policy outcome. Policy outcomes are defined as direct results of the decision-making process, 
usually involving the adoption of a certain programme, law or regulation, defined by the 
content of a public policy, as it is fixed in legal or administrative documents and can encompass 
both substantive and procedural aspects (Anderson, 2010). The focus is on the way policies 
induce behavioural change from the side of the targeted actors (Knill, 2015). This relates to the 
underlying research of this study identifying whether the policy addresses altered their previous 
behaviour in line with the objectives of the EU ETS and ESD. 
In view of this general assessment, Knill (2015) argues that any judgement whether a measure 
was implemented successfully or not, strongly depends in the way effective implementation is 
operationalised (Hill, 2009). With a focus on policy outcomes, effective implementation is 
already assumed, if the legal transposition and the practical application correspond to the 
objectives defined by the policy under investigation (Knill, 2015). Moreover, when analysing 
implementation of EU policies, Knill (2015) focuses as well on identifying actors present in 
the process. However, these actors located in different public entities may or may not have the 
same preferences concerning the way in which a given policy should be implemented (Knill & 
Tosun, 2011). For this thesis, the relevant actors are at different levels of bureaucracy, 
executive branch and autonomous agencies at the EU and national level encompassing DGs, 
national agencies, national ministries as well as potentially private and non-profit actors close 
to the objective of the legislation. In the EU, there is a clear-cut distribution of competence 
concerning the implementation of common policies in the member states. Responsibility for 
the execution of the Community law generally lies with the member states Article 4(3) TEU. 
However, complex policy adoption at the EU level requires the accommodation of broad range 
of heterogeneous interests of national governments and European institutions, thus the 
execution of Community law might not always be in full domain of member states. 
These two approaches, analysing the multitude of actors interacting at the operational level of 
a particular policy and concentrating on policy outputs achieved, embodies a hybrid approach 
of identifying the diversity of activities describing and explaining policy implementation. 
 
Moreover, implementation success also relates to how implementation effectiveness can be 
empirically assessed (Knill, 2015). Empirical evidence shows that the implementation 
effectiveness of EU policies can hardly be fully explained by looking at country specific factors 
(Knill, 2015). Rather, the performance of each member states varies to a great extent from 
policy to policy and from sector to sector. Despite there not being any solid data basis yet that 
allows for a comprehensive assessment of the implementation effectiveness of EU policies, it 
is nevertheless possible to identify certain general patterns. They can be derived not only from 
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a careful interpretation of the Commission’s data but also from the results of various research 
projects on the implementation of EU policies in different policy fields (Borzel 2000; Falkner 
et al. 2005; Hille and Knill 2006: Knill and Lenschow 1999, 2000; Mastenbroek 2005) 
However, according to Knill (2015) the existing empirical data provided by the Commission 
can hardly allow for a comprehensive assessment of the implementation effectiveness of EU 
policies. Of particular relevance in this aspect are the annual reports on the application of 
Community law in member states provided by the member states, which also cater for the 
empirical data of this thesis. Majority of member states’ reports are however not publicly 
accessible, which hindered the analytical part of this thesis. Furthermore, another downfall of 
this approach lies within the data telling more about the political and administrative differences 
between the member states than about possible domestic differences in the quality of the 
implementation of Community law (Knill and Liefferink 2007, Kramer 2000). Especially since 
the amount of implementation failures per member state can be strongly affected by existing 
administrative capacities for controlling and monitoring the enforcement of EU policies (Hille 
and Knill 2006).  For the purpose of this thesis, the degree of goal attainment will serve as an 
indicator for the implementation, entailing effective implementation as a match between 
objectives and outcomes (Knill, 2015). This represents a target-oriented perspective comparing 
policy objectives and outcomes. It is asked to what extent the necessary legal and 
administrative conditions were created in order to meet the objectives of European measures 
(Knill, 2015). It is therefore the manner of the legal and practical implementation of European 
policies rather than the evaluation of policy outcomes, which most serve as an indicator for 
assessing implementation effectiveness. Thus, if the objective of European legislation is to set 
a certain standard for industrial emissions into the air, effective implementation is achieved as 
soon as the prescribed level is complied with through the Community (Hill 2009; Knill and 
Tosun 2012).  
 
3.2.1 Six factors affecting implementation effectiveness of EU policies 
 
Additionally, as the purpose of this thesis is to explain the variation in implementation 
effectiveness of EU policy, it offers an important methodological advantage as we are able to 
investigate the implementation of policies whose requirements are identical for all member 
states in a cross-country comparison. On the basis of previous analyses of how countries cope 
with different types of policies enacted at the EU level, a range of factors have been identified 
by Knill (2015) that are generally expected to play an important role in the implementation 
process and hence, should be considered as potential explanation for varying degrees of 
implementation effectiveness. Therefore, this thesis shall follow Knill’s typology of six 
potential factors affecting the implementation effectiveness of EU policies, namely: program 
deficits, control deficits, instrument choice, institutional compatibility, preferences and 
strategies of involved actors, administrative capacities. 
 
First factor relates to deficient policy design. Referring to ill-designed policies that are 
characterised by wrong assumptions about the causal relationship between policy problems and 
politically adopted remedies (Knill, 2015). The likelihood of deficient policy design is strongly 
affected by the degree of distributional conflicts characterizing a certain policy discussion. 
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Such problems of policy design can first of all be the result of vague and ambiguous policy 
objectives and requirements (Knill, 2015). Complex decision-making procedures render 
policies vulnerable to design deficits (Knill, 2015). Many environmental policy measures in 
the EU grant the member states a great degree of freedom when it comes to implementation by 
leaving room for interpretation by wording choices. This allows member states to 
accommodate their specific economic and ecological interest. While at the same time, this 
freedom also leads to cross-country differences in the application of EU rules which were 
originally intended to be uniform. These empirical examples may be interpreted as a form of 
re-nationalisation of European environmental policies (Knill and Liefferink, 2007). All in all, 
deficient policy design related to regulations allowing for deviations from the initial policy 
(Knill, 2015). Programme deficits relevant to our inquiry shall be identified by analysing the 
wording of revised EU ETS and Effort Sharing Decision in order to establish articles allowing 
for deviations from the initial policy and the objectives of the EC for the EU ETS and ESD. 
 
Second factor relates to control deficits, relating to principal-agent theories assuming 
implementation problems result from the differences between policy objectives and their actual 
implementation through the responsible administrative agencies (Knill, 2015). This stems from 
the assumption that in modern political-administrative systems competencies are delegated to 
subordinate administrative authorities. This delegation is of particular relevance with regard to 
the distinction between the tasks of policy formulation (usually taking place at the EU level) 
and the implementation of these policies (usually the responsibility of the member states), 
entailing a problem of agency drift of subordinate administrators (Knill, 2015). Control deficits 
emerge from information asymmetries, implying administrative agents can pursue objectives 
partially deviating from the goals of their principals. From this perspective, implementation 
problems are particularly likely in constellation in which administrative agents interpret policy 
requirements, also those highly complex scientifically or technologically, differently than their 
principals in view of their own perceptions, interests, resources and information (Knill, 2015). 
There are also present shifts of focus and authority from the supranational to the national level 
or even subnational and local. This can be identified via national reports on the implementation 
of EU ETS and Effort Sharing Decision and by identifying the administrative authorities 
involved in the process and the deviations between the national implementation and the 
wording in the legal documents. 
 
Third factor relates to the choice of policy instruments. There is still an on-going theoretical 
debate about whether the choice of policy instruments actually influences implementation 
effectiveness within the EU with contradictory stands in the literature (May, 2003). In many 
cases, EU environmental policies not only defined detailed procedural rules, but also specified 
contained substantive objectives in terms of content (such as emission or quality standards) 
that had to be complied with by the member states as is established in the EU ETS. However, 
this was done regardless of potentially differing environmental conditions and problems at the 
domestic level (Knill, 2015). From 1990s the Commission promoted the development of new 
instruments, which were expected to improve the implementation effectiveness of 
environmental policy in two ways. Not only has the Commission left member states more 
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leeway to comply with the EU requirements by taking account of domestic context conditions, 
the new instruments also targeted the policy content directly and aimed at changing context 
factors in order to facilitate the formal and practical implementation of policies policy in 
general. Moreover, there exists a broad number of suggestions (for overview view Salomon 
2002), reaching from primarily descriptive assessments to more analytically ground typologies 
that differentiate between three basic instruments types; instruments prescribing behavioural 
changes, instruments providing negative or positive incentives for behavioural changes and 
instruments directed at increasing implementation capacities (e.g. setting up structures, 
information or participation rights; Ingram and Schneider, 1997). For the purpose of this thesis, 
identification of policy instruments shall be done by identifying the strategies and policies 
adopted to achieve the targets under the ESD. Identifying differences in choice of policy 
instruments is relevant in order to identify simply the variation in implementation within two 
different national contexts, regardless of whether the implementation was successful or not.  
 
Fourth factor of institutional design relates to requirements for the establishment of appropriate 
structures and procedures for the proper implementation of policies (Knill, 2015). Generally, a 
distinction can be made between policies that can be implemented by single organization or 
authorities (Torenvlied, 1996), and measures for those proper implementation entails 
horizontal and vertical coordination across several administrative units and levels (Hejrn and 
Porter, 1981). The latter encompasses greater challenges for effective implementation through 
interorganizational structures as implementation in this way requires major changes in existing 
institutional structures. This aspect is of great relevance in multilevel systems like the EU as 
well as for the legislation such as EU ETS due to its complexity of overlapping sectors. 
Potential pressures of institutional adjustment for the member states obliged to implement 
European policies varies in the extent to which the European requirements differ from given 
institutional arrangements in the member states (Knill, 2001). In light of these considerations, 
the institutional compatibility of new requirements and existing arrangements is emphasised as 
an important explanatory factor for implementation effectiveness in particular with regard to 
the domestic implementation of Eu policies. This aspect shall be tested and analysed on the 
basis of legal aspects of the EU ETS and ESD as well as by identifying the previous institutional 
arrangements in the area of environmental protection and the ones set up for a better EU ETS 
and ESD implementation. All in all, the institutional perspective rests on two central 
assumptions: 1) effective implementation is generally a question of effective institutional 
adaptation, and 2) the extent of institutional change is limited by the given institutional 
arrangements (Knill, 2015).  
 
The fifth factor relates to the preferences and strategies of the involved actors. Knill relies his 
theorizing on the investigation by Treib (2003) in which he concluded that political parties and 
their programs have an effect on the implementation of European directives. The basic 
assumption underlying this reasoning is that actors such as political parties, bureaucracies and 
interest groups occupy a central role in the implementation process. This way, the 
implementation effectiveness of European policies is explained on the basis of national interest 
constellation and existing institutional opportunity structures (Hartlapp 2009; Knill and 
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Lehmkuhl 2002). From the parties-do-matter hypothesis, expectations on two implementation 
patterns can be derived that refer explicitly to coalition governments (Knill, 2015). First, if EU 
requirements are in line with the party-politically defined interests of the coalition partners, 
effective implementation regardless of the level of adaptation pressure is expected (Knill, 
2015). Second, ineffective implementations is the likely scenario if one or more coalition 
partners oppose the given policy as it runs counter to their political objectives. In addition to 
political actors other national stakeholders might play an important role in the implementation 
Process (Knill, 2015). This factor shall be analysed by identifying the ruling parties and actors 
in the time of implementation of EU ETS in both member states and identifying their stance 
on lowering carbon emissions in general. 
 
Sixth factor relates to administrative capacities. Factors discussed so far in particular focused 
on the willingness of the involved actors to achieve effective implementation. The focus on 
administrative capacities entails a different perspective that is concerned with the ability rather 
than the willingness to effectively comply with given policy requirements (Knill, 2015). 
Particular emphasis is placed on human capacity (administrative and technical expertise) as 
well as financial, technical and organizational resources. The less developed these capacities, 
the more important becomes the allocation of existing resources in the light of political 
priorities (Knill, 2015). Effective implementation thus depends on the importance of a certain 
policy on the political agenda. By identifying the human capacity, financial, technical and 
organizational resources, in further sections, this thesis shall also indirectly test Pridham’s 
(1994) notion of Mediterranean syndrome, assuming southern EU member states possess much 
less pronounced administrative resources available for proper transposition and 
implementation. 
 
After having outlined the theoretical framework, next section shall contextualize the inquiry 
further by establishing on the developments in environmental and energy policy as well as the 
associated legalities. 
 

ANALYSIS 
After having established the theoretical basis as well as the methodological approach for this 
thesis, the analysis part will be structured as follows. The following chapter contains an 
analysis of the different elements that affect the GHG reduction under the EU ETS revised 
Directive and associated ESD in the EU. As political decisions in the EU are always the result 
of a longer negotiation process, it is important to know the elements that contribute to forming 
these decisions. For this purpose, a wide variety of information from different sources is 
brought to play. The analytical part shall utilize primary data like governing working papers 
and reports, laws and other forms of legislation; reports by the EU, respective governments as 
well as third-party consulting agencies; newspaper articles and political party programmes in 
order to identify the necessary aspects for further analysis. In order to perform the analysis in 
the most coherent way, the chapter is divided into three parts. The first part outlines the 
establishment of the analytical boundaries, contextualization of the greater framework under 
which both legislations have been adopted and the justification of the choice of case countries. 
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This part is necessary to limit the scope of this undertaking, place the legislation within a wider 
EU environmental framework, understand the commitments under the framework as well as 
provide for a reasoning for the country choice. After laying the foundation for the analysis, 
second part analyses both legislations, namely the EU ETS revised directive from 2008 and 
associated Effort Sharing Decision from 2009. This is necessary to point out the legal aspects 
concerning both legislation, the principal articles relating to the scope and objective of 
legislation as well as outlining aspects relevant specifically for the implementation phase. 
Through the analysis of the legislative articles, one is able to understand not only the scope of 
autonomy member states have in implementation of the obligations under each legislation but 
also the key binding obligations. Moreover, building on the contextualization and the 
preliminary analysis of legislation, the third part analyses both member state’s implementation 
proceeding of aforementioned legislation through the lens of public policy analysis. More 
specifically, this is done by analysing both countries’ actions and approach through Knill’s 
(2015) six factors determining the success of implementation. This proves crucial for the 
identification of the factors influencing potential variation in implementation of the legislation 
within Slovenian and Croatian context. This section is introduced by the outline of both 
countries GHG history by gas and by sector in order to foster greater understanding of the 
related national characteristics. 
 
Establishing the analytical boundaries 
Before analysing the process of implementation of EU ETS and ESD in Slovenia and Croatia, 
some preliminary limitations shall be pointed out. Certainly, the process of EU ETS and ESD 
creation took a long time to manifest and this critical juncture has had some lead time. The in-
depth analysis part of the implementation process in the thesis at hand will be covering the 
years 2013-2017 for the analysis of the implementation on the EU level, since national data on 
emissions and strategies for the later years is not yet accessible. Further, thesis shall also 
encompass the years from 1991 for the national strategies and relevant environmental 
legislation since the initial negotiations regarding the third phase EU ETS took place since 
2007 until the adoption of revised EUE TS Directive in 2009. It should be noted that some 
reports of member states regarding implementation of both legislation are not publicly 
available, therefore the thesis adjusts its analysis to the available public documentation.  
 
 
Justification of the chosen country cases 
Slovenia and Croatia were chosen as the case member states for this inquiry in implementation 
variation of EU ETS third phase and associated ESD on the basis of their shared economic, 
political and social history. The countries had been part of the former Yugoslav federation and 
gained its sovereignty in 1991. Therefore, for the large part of the previous century countries 
shared institutional arrangements, economic and energy policy, environmental protection 
strategies, and are assumed to share roughly the same starting-off point regarding these aspects 
since the collapse of Yugoslavia. The first decade of sovereignty of both countries was 
characterized by the economic transition (Cerovic et al., 2013). Nevertheless, they parted 
economically in 2004, when Slovenia joined the EU. Croatia became the 28th member state of 
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the EU in 2013. Today, with relation to GHG emissions, they share a nuclear power plant Krško 
situated in south Slovenia, for which there is obligatory export of electrical energy to the 
Republic of Croatia (UNFCC SI, 2020). All in all, since the countries represent similar 
institutional, economic, political case for the analysis, the inquiry into potential variation in 
implementation of common European legislation poses an interesting puzzle. Against this 
background, next section analyses the context under which amended EU ETS legislation for 
the third phase and ESD were initiated and adopted. 
 
The context of EU ETS and ESD 

As established in the introduction the EU ETS and ESD legislation form a part of a greater EU 
environmental and climate protection framework. This further section outlines briefly the 
framework and operationalization of both legislation. In 2009, the EU committed to a 20% 
reduction of GHG by 2020 on the basis of 1990 emissions under the 2020 Climate and Energy 
package (UNFCC SI, 2020). These rules underpin the EU implementation of the target under 
the UNFCC Convention which correspond also to the second commitment period of Kyoto 
Protocol (2013-2020), however the EU target was set ahead of the Copenhagen UNFCC 
climate conference which delivered the targets for the 2nd commitment period to the Kyoto 
Protocol (EU ETS Handbook, 2015). The EU set a clear two-fold legislative framework to 
achieve 20%, reduction that is equivalent to a 14% reduction compared to 2005 levels. This 
14% reduction objective is divided between the ETS and ESD sectors. These two sub-targets 
are: a 21% reduction target compared to 2005 for emissions covered by the ETS (including 
domestic and international aviation) and a 10% reduction target compared to 2005 for ESD 
sectors, shared between the 28 Member States (MS) through individual national GHG targets 
(UNFCC SI, 2020). Firstly, this thesis analyses the EU ETS third phase legislation and further 
moves onto the ESD. 

 
EU ETS III (2013-2020) 
 
Initial EU ETS Directive adopted in 2003 has been amended a few times until 2009. The 
amended version key for this thesis is the version adopted 5th June 2009 to improve and extend 
the greenhouse has emission allowance trading system of the Community for the third phase. 
The third phase of the EU ETS was shaped by the lessons learnt from the previous two phases 
(EU ETS handbook, 2015). In particular, significant efforts were taken to improve the 
harmonization of the scheme across the EU following a review of the EU ETS, agreed upon in 
2008 (EU ETS Handbook, 2015). The following table adopted from the European Commission 
EU ETS Handbook (2015) visually presents the key characteristics of the EU ETS through 
phases, next paragraphs focus solely on phase 3 and the crucial amendments for the trading 
period 2013-2020. 
 
 

KEY FEATURES Phase 1 (2005-2007) Phase 2 (2008-2012) Phase 3 (2013-2020) 
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GEOGRAPHY EU27 EU27 + Norway, 
Iceland, Liechtenstein 

EU27 + Norway, Iceland, 
Liechtenstein, Croatia from 1.1.2013 
(aviation from 1.1.2014) 

SECTORS Power stations and other 
combustion plants >- 20 
MW; Oil refineries; Coke 
ovens; Iron and steel plants; 
Cement clinker; Glass; 
Lime; Bricks; Ceramics; 
Pulp; Paper and broad 

Phase 1 + aviation 
(from 2012) 

Phase 1 + Aluminium 

Petrochemicals 

Aviation from 1.1.2014 

Ammonia 

Nitric, adipic and glyoxylic acid 
production 

Co2 capture, transport in 
pipelines and geological storage 
of CO2 

GHGs Co2 Co2 

N2o emission via opt-in 

CO2, N2O, PFC from aluminum 
production and commercial 
aviation 

CAP 2058 million tCO2 1859 million tCO2 2084 million tCO2 in 2013, 
decreasing in a linear way by 38 
million tCO2 per year 

ELIGIBLE TRADING 
UNITS 

EUAs EUAs, CERs, ERUs 

Not eligible: credits from 
forestry, and large 
hydropower objects 

EUAs, CERs, ERUs 

Not eligible: CERs and ERUs 
from forestry, HFC, N2O or large 
hydropower projects. 

Table 1: Key features of EU ETS. Source: EC Europa EU ETS (2020) 

The key amendments to the initial EU ETS Directive are in the subject matter, which now reads 
“this directive established a scheme for greenhouse gas emissions allowance trading within the 
Community in order to promote reductions of greenhouse gas emissions in a cost-effective and 
economically efficient manner, it also provides for the reductions of greenhouse gas emissions 
to be increased so as to contribute to the levels of reductions that are considered scientifically 
necessary to avoid dangerous climate change” (Directive 2009/29/EC). Moreover, the scope 
entailing the sectors and emissions covered under the legislation has been added new sectors 
and gases outlined in the Annex I and II of the Directive, reflecting the increasing capacities of 
the Scheme. With these inclusions, the coverage of EU ETS is estimated to increase up to 4.6% 
of Phase II allowances (Directive 2009/29/EC). Furthermore, the inclusion of the largest 
stationary emitters in Croatia from January 2013 indicates a geographical inclusion of the EU 
ETS coverage. Additionally, the trading period from 2013-2020 now covers a single ETS cap 
with fixed installations. According to Article 9 of the Directive, allowances allocated in the EU 
ETS from 2013 to 2020 decrease by 1.74 % annually, starting from the average level of 
allowances issued by Member States for the second trading period (2008–2012) (UNFCC SI, 
2020). Article 10 outlines new rules for auctioning of allowances indicating member states 
shall auction all allowances which are not allocated free of charge in accordance with Article 
10a. the quantity of allowances to be auctioned is distributed according to the relative share of 
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2005 emissions in EU ETS. For Croatia, which has not been a participant in the Community 
scheme in 2005, their share shall be calculated using their verified Community scheme 
emissions under the Community scheme in 2007. This is estimated to stimulate the adoption 
of clean technologies, which is outlined in the bullet points of the Article 10. Full auctioning 
of allowances will be required for the power sector, while for industry and heating sectors, 
allowances will be allocated for free based on ambitious greenhouse gas performance 
benchmarks. In total, around 50% of total allowances will be auctioned from 2013, with this 
number rising over the course of the trading period (UNFCC SI, 2020). Further, Article 11 
refers to decisions on national implementation measures, which entail an instrument made 
according to Article 15 of the Benchmarking Decision (Commission Decision 2011/278/EC). 
For the third trading period, free allocation is implemented by applying new EU-wide fully 
harmonized allocation methodology and procedure rules (Article 10 and 10a) so National 
Allocation Plans (NAPs) were no longer used. Member States are still required to prepare an 
allocation plan, known as the national implementation measures (NIM), document which 
contains all of the detailed information about the allocations planned for each installation in 
the country (Article 11 “national implementation measures). Member states remain responsible 
for data collection and final allocation. National Allocation Measures are not publicly 
available, some countries have however made their operational programs accessible. The 
Commission is responsible for approving or rejecting the NIMs or parts thereof, requiring 
amendments where necessary. Overall, the abovementioned improvements were made on the 
basis that overall performance in the previous two phases portrayed divergence of member 
states’ practices not ensuring the level playing field required to maintain the overall credibility 
of verification (EU ETS Handbook, 2015). 

The implementation of the Directive is set out in Article 21. The article is added a sentence 
stating the report which member states are to submit to the Commission on the application of 
this Directive shall now pay particular attention to the arrangements for the allocation of 
allowances, the operation of registries, the application of the implementing measures on 
monitoring and reporting, verification and accreditation and issues relation to compliance with 
this Directive and on the fiscal treatment of allowances, if any. Additionally, the Commission 
is to organise an exchange an information between the competent authorities of the member 
states concerning the implementation and compliance with the Directive (Directive 
2009/29/EC). These reports are however not publicly accessible as access to the ETS Registry 
is limited to the European Commission as the central administrator and authorised 
representatives nominated by the respective Member State. This thesis was limited due to the 
unavailability of the reports, which would provide for a better understanding of the 
implementation within different national contexts and a basis for a cross-country comparison. 
The Commission is however, under Article 21(2) obliged to publish a report on the application 
of this Directive within three months of receiving the reports from Member States. Yet, the 
Commission report represents an universal report on the functioning and implementation the 
Directive portraying a general overview for the Community. After having established the key 
articles related to the inquiry of this thesis, next section shall analyse the Effort Sharing 
Decision which encompasses emissions from sectors not included under the EU ETS.  
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ESD 

Effort Sharing Decision (ESD) (Decision 406/2009/EC) was adopted as part of the Energy and 
Climate Package on 25th June 2009 to address the vast majority of emissions within the EU 
which fall outside the scope of the EU ETS outlined in Article 2. It covers emissions from all 
sources outside the EU ETS, except for de minimis aviation emissions, international maritime 
emissions, and emissions and removals from land use, land use change and forestry 
(LULUCF). Annex I thus includes a diverse range of small-scale emitters in a wide range of 
sectors: road transport, buildings (in particular heating), services, small industrial installations, 
fugitive emissions from the energy sector, emissions of fluorinated gases from appliances and 
other sources, agriculture and waste. Such sources accounted for 58% of total GHG emissions 
in the EU in 2017 (EEA, 2019). The objective of the ESD is to reduce GHG emissions in the 
EU by 10% by 2020 compared to 2005 (1st year of operation of EU ETS when EU ETS sectors 
and non-ETS sectors were defined and respective verified emission data was gathered) and 
promote reductions of GHG emission within its scope in a fair and cost-effective manner (EC 
Europa ESD, 2014), according to Article 3 of ESD. The subject matter under Article 1 states 
the Decision lays down the minimum contribution of Member States to meeting the greenhouse 
gas emissions reduction commitment of the Community for the operational period for GHG 
emissions covered by this Decision, and rules on making these contributions and for evaluation 
thereof. The effort is shared among member states, so that their individual targets span from a 
20% reduction an allowed 20% increase of emissions by 2020 over 2005 levels, and are set 
according to economic capacity on the basis of their relative wealth (measured by 2005 Gross 
Domestic Product per capita). It entails a linear reduction or increase path for each member 
states’ emissions. Slovenia and Croatia both have an increasing path, thus their path starts in 
2009 form the level of its average 2008-2010 emissions and ends on its 2020 ESD target 
(Carbon Market Watch, 2014). Each year from 2013-2020 the member states are allowed an 
absolute amount of emissions, in tonnes of CO2 equivalent. Accordingly, each member state 
is annually allocated an “annual emission allocation” (AEA), defined as the annual maximum 
allowed greenhouse gas emissions in the years 2013 to 2020 as specified in Article 3 (2). Only 
member states and the EC can hold AEAs. Compliance is assured through an ESD compliance 
account containing the initial amount of AEAs corresponding to the member state’s annual 
allocation (Carbon Market Watch, 2014). Moreover, The ESD does not set specific emission 
targets for the individual sectors covered by the ESD, but leaves it to Member States to choose 
where and how to achieve the necessary reductions (EC, 2018). 

Reporting, evaluation of progress, amendments and review are outlined under Article 6. 
Pursuant to Article 3 of Decision No 280/2004/EC Member states are required to produce 
annual compliance reports to ensure compliance with obligations under the ESD and are 
obliged to include in their reports; their annual GHG emissions resulting from the 
implementation of Article 3; the use, geographical distribution and types of as well as the 
qualitative criteria applied to, credits used in accordance with Article 5; projected progress 
towards meeting their obligations under this Decision, including information on national 
policies and measures and national projections; information on planned additional national 
policies and measures envisaged with a view to limiting GHG emission beyond their 
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commitments under this Decision and in view of the implementation of an international 
agreement on Climate change (as referred to in Article 8 of ESD). The Commission then 
evaluates whether the progress made by Member states is sufficient for them to fulfil their 
obligation under the Decision. Every two years, from 2013, the evaluation also included the 
projected progress of the Community towards meeting its reduction commitment and of 
Member States towards fulfilling their obligations under this decision (Article 6 of ESD). In 
this publicly accessible report the Commission assessed the overall implementation of this 
Decision, including the need for further common and coordinated policies and measures at the 
community level. 

Moreover, reporting obligations are determined in the Registry Regulation and the Mechanism 
for Monitoring and Reporting regulation, touched upon in latter paragraphs. With relation to 
the ESD there exist two types of reporting requirements: those reports which are directly related 
to the ESD compliance cycle and the report providing for additional information on polices 
and progress not directly related to the annual compliance with the ESD (Carbon Market 
Watch, 2014).. The annual ESD reporting cycle reports include reporting of greenhouse gases, 
AEAs transfers and the use of international credits. Conversely, reporting on policies as 
specified in MMR Regulation (525/2013) are done on a two years basis including objectives 
of the policy, types of instruments, indicators to be monitored, quantitative estimates of the 
mitigation effects, projected costs and benefits of the policies (Carbon Market Watch, 2014).. 
However, only information on the costs and effects of national policies as well as 
implementation of Union policies need to be made public. The ESD framework does not 
require the publication of the full report submitted to the EC as referred to in the earlier two 
sub-bullet-points. Moreover, reporting on projections of GHG emissions also conducted every 
two years are to be made public. Moreover, with relation to Article 14 the Commission 
evaluates how the implementation of this decision has affected competition at national, 
Community and international level. This report published in 2016 is, likewise the EU ETS 
report, a universal report on the Community as a whole. Member states individual reports 
submitted to the Commission beforehand are not accessible to the public. 
 
Additionally, the ESD legislation is accompanied by a number of other pieces of legislation. 
These legislative acts are presented and summarized below. Noteworthy, many aspects related 
to member states’ compliance obligations under the ESD are regulated through a combination 
of provisions from more than one piece of legislation listed below (Carbon Market Watch, 
2014). 
 

a) The Commission Regulation (EU) No 389/2013 establishing a Union Registry pursuant 
to Directive 2003/87/EC adopted 2nd May 2013. This regulation encompasses the 
provisions related to the EU ETS registries and the EU’s Kyoto Registries. For EU ETS 
it holds accounts for stationary installations and record national implementation 
measures, accounts of companies or individuals holding such allowances, transfers of 
allowances, annual verified CO2 emissions from installations and aircraft operators and 
annual reconciliation of allowances and verified emissions (EC Europa ESD, 2014). In 
terms of ESD, The Registry regulation further specifies the procedural and operational 
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details allowing for practical implementation of ESD by the member states. It consists 
of the technical infrastructure underlying the ESD consisting of a system of emission 
unit accounts in the EU Union Registry (transfers, banking, borrowing, restrictions) 
(Carbon Market Watch, 2014). 

 
b) The Commission Implementing Decision (2013/634/EU) on the adjustments to member 

states’ annual emission allocations for the period 2013-2020 pursuant to Decision No 
406/2009/EC adopted on 31st October 2013. This decision defines the annual AEAs for 
member states following a linear trajectory over the whole period. Compliance will be 
measured by comparing the AEAs to the reported emissions by the member states 
(Carbon Market Watch, 2014).. 

 
c) Regulation (525/2013) defining a mechanism for monitoring and reporting GHG 

emissions and reporting other information at national an Union level relevant to climate 
change adopted 21st may 2013 (MRR Regulation). The Regulation strives to improve 
the quality of data reported in order to keep better track of progress towards meeting 
the 2020 emissions targets, by requiring reporting emissions from EU ETS, non-ETS, 
LULUCF and reporting on mitigation measures and policies (Carbon Market Watch, 
2014).  

 
Interaction of both legislation with other EU legislation 

Moreover, there exist other pieces of EU legislation which have direct impact on GHG 
emissions in various sectors, despite these sectors being potentially covered under the ETS or 
ESD. Under such legislation, member states are also required to undertake the GHG reduction 
measures, contributing to the overall reduction of pollutants (Carbon Market Watch, 2014).. 
One such legislation is the Renewable Energy Directive, also part of the EU’s 20-20-20 Climate 
and Energy Package (2009). It sets binding targets on the share of renewable energy of member 
states within their final gross energy consumption until 2020 and has most direct impact on 
GHG emissions within the transport sector (Carbon Market Watch, 2014).. Moreover, 
efficiency measures within the energy sector is included in the Energy Efficiency Directive 
adopted in 2012. This directive covers not only member states but also private actors operating 
within the energy domain. 

All in all, the analytical section on both EU ETS revised Directive and ESD sought to highlight 
the key difference between the legislation not only related to the sectors and gases included 
under each legislation but also to the questions of implementation responsibility under each 
legislation. Under the EU ETS third phase, member states fall under the EU-wide cap of 
allocation of allowances on the basis of year 2005. The implementation of this directive by a 
member state entails limiting emissions by governmental allocation of allowances to the actors 
operating within the sectors covered under the Directive 2009/29/EC and reporting of the 
annual transactions. For this reason, further analytical section shall encompass the ETS 
Directive implementation to a modest extent. Conversely, under the ESD each member state is 
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prescribed a target it is obliged to reach until 2020. Member states choose policy instruments 
and measures for the attainment of that 2020 target. Therefore, implementation of this Decision 
entails reaching the target set by the EC (policy objective) and implementing policies and 
measures in national contexts to reach the target under national implementation plans (policy 
outcome), which poses a more interesting inquiry for the study. 

Against this background of both legislation, next section shall contextualize the GHG history 
of both countries and further compare and analyse the implementation of both legislation 
against the six implementation success factors outlined in theoretical section of this thesis. 
Contextualization of GHG emissions proves useful for identifying which sectors are most 
pollutant in each country in terms of GHG emissions. On this basis, relevant sectors shall be 
analysed in greater detail with reference to public policy analysis in the following sections. 

COUNTRY GHG EMISSION HISTORY AND ESD TARGETS 
 
Slovenia 
This section shall rely on the UNFCC report (2020) which utilizes the information from the 
year 2017. Total emissions of GHG in 2017, sinks not considered, amounted to 17,453 kt CO2 
eq., which represents a 14.5% decrease of emissions compared to the year 1986 (UNFCC SI, 
2020). The table below represents emissions by sector from years 1986-2017. 

  

Figure 1: GHG emission in Slovenia by Sector. (Source: UNFCC SI, 2020) 

According to the UNFCCC Reporting Guidelines, emissions estimates are grouped into five 
IPCC categories: Energy, Industrial Processes and Product Use, Agriculture, Land Use, Land-
Use Change and Forestry and Waste (Figure 2). By far the most pollutant sector is Energy, 
which in 2017 in Slovenia accounted for 80.2% of total GHG emissions. Within this sector, in 
the period 1986–2017, GHG emissions from the Energy Industry, as the biggest sub-sector, 
decreased by 28.1%. It is followed by Agriculture, Industrial Processes and Land Use, Land-
Use Change and Forestry (LULUCF). Sector encompassing lowest emissions is Waste sector. 
Following chart interprets emission trends by gas for the years 1986-2017 (UNFCC SI, 2020). 
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Figure 2: GHG emissions in Slovenia by gas. (Source: UNFCC SI, 2020) 
 
Based on the chart, CO2 emissions in 2017 represented 81.7% of overall emissions of 
greenhouse gases (UNFCC, SI). The CO2 emissions (excluding LULUCF) followed the 
consumption of energy and with regard to their fraction exerted a major impact on total 
emissions (UNFCC, SI). CH4 emissions represented 12.0% of total emissions in 2017. N2O 
emissions represented 4.0% of total emissions. The F-gases represent 2.2% of total emissions 
and some gases (HFCs and SF6) have shown significant increases since 1995 (base year for F-
gases), while PFC decreased drastically in 2008 and has continued to decrease in 2009. Since 
then a slow increase of emissions was observed (UNFCC SI, 2020). 
 
Croatia 
National Inventory Report of the Republic of Croatia for the Period 1990-2017 (NIR, 2019) 
outlined the trend of GHG emissions as equivalent CO2 emissions by sector and removals 
calculation. Emissions by sector are provided in the chart below and encompass the years 1990-
2017. 

 
Figure 3: Trend of GHG emissions in Croatia by sector. (Source: UNFCC HR, 2020) 
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The largest contribution to the GHGs emission in 2017 (excluding LULUCF) was the energy 
sector (light blue colour in the graph) with 69.3 percent. It accounts approximately 70% of the 
total emission of all greenhouse gases presented as equivalent emission of CO2 (UNFCC, HR). 
It is followed by Agriculture (orange colour in graph) with 11.4%, Industrial Processes and 
product use (red colour in graph) with 10.9% and Waste (purple colour in graph) with 8.4 % 
(UNFCC HR, 2020).  

Further chart to the right presents 
the trend of GHG emission by 
gases as equivalent carbon dioxide 
emissions from 1990-2017 in 
Croatia. According to the chart, the 
largest contribution to the GHGs 
emission in 2017 (excluding 
LULUCF) were CO2 emission 
with 74.8 percent, followed by 
CH4 with 16.4 percent, N2O with 
6.8 percent and HFCs, PFCs and 
SF6 with 2.0 percent.                                                                                

ESD TARGET 

Annex II of ESD presents member state greenhouse gas emission limits determined under 
Article 3 of ESD. The allocation is adjusted in accordance with the quantity of a) allowances 
for GHG emissions issued pursuant to Article 11 of Directive 2003/87/EC, b) allowances or 
credits issued pursuant to Articles 24 and 24a of Directive 2003/87/EC in respect of emission 
reductions in a member state covered by this decision and c) allowances for greenhouse gas 
emissions from installations excluded from the Community scheme in accordance with Article 
27 of Directive 2003/87/EC for the time that they are excluded. For Croatia that limit is 11% 
(which is specified on pium EU website and not directly in the ESD), and for Slovenia +4%. 
Meaning both countries were allowed to emit more between 2013-2020 than they have in the 
year 2005 (EC Europa ESD, 2020). 

Slovenia 

 
 
Figure 5: Target trajectory for non-ETS emissions in the 2013-2020 (Source: UNFCC SI, 2020) 
 

Figure 4: GHG emission trend in Croatia by gas. 
(Source: UNFCC HR, 2020) 
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The quantified annual reduction targets 2013-2020 under the ESD for Slovenia are presented 
above. Targets for intermittent years follow the linear interpolation between the listed values 
and are shown in the Figure 5.  Thus, Slovenia committed not to increase emissions in sectors 
covered under the ESD by more than 4% by 2020 compared to 2005 levels. In 2017, the total 
share of EU ETS emissions was 48%. the ESD emissions in the same year were 11% below 
the target for that year (UNFCC SI, 
2020), entailing Slovenia is 
reducing its emissions despite 
having the ability to increase them 
according to the legislative target. 
All in all, emissions have been 
lower than the ESD target values 
each year from 2013-2017 as 
visible from the Figure 6. 
Considering projections Slovenia 
is to meet its reduction target for 
the third trading phase (UNFCC SI, 
2020). 
  
 
Croatia 
 

Figure 7: Annual quota amount for Croatia for the period 2013-2020 (kt Co2-eq). (source: UNFCC HR, 2020) 
 
The quantified annual reduction targets for intermittent years follow the linear interpolation 
between the listed values visible in Table to the right indicating Annual quota amount for 
Croatia for the period 2013-2020 (kt Co2-eq). (UNFCC HR, 2020). Thus, Croatia committed 
not to increase emissions in sectors covered under the ESD by more than 11% by 2020 
compared to 2005 levels. In the year 2017, verified emissions from stationary installations 
covered under the EU-ETS in Croatia amounted to 6.57 million tonnes of CO2 equivalents 
(UNFCC HR, 2020). Based on this information, Croatia's emissions are below the ESD target 
values, thus Croatia is likely to achieve its target for the third phase. 
 
EU ETS allocation 
 
In phase 3, the EC set an EU-wide cap, as explained in the EU ETS section, at 2,084,301,856 
allowances. This cap is to decrease each year by a linear reduction factor of 1.74% of the 
average total quantity of allowances issued annually in 2008-2012, amounting to a reduction 
of 38,264,246 allowances each year (EC Europa, ETS). Each member state is allocated the 
same amount of permits it received under the Directive 2003/87/EC in 2005. 

Figure 6: Trends in GHG emissions and the division to EU ETS and ESD for Slovenia.  
 (Source: UNFCC SI, 2020) 
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After identifying the annual reduction targets and establishing that the energy sector in both 
countries emits the most, next section shall analyse both countries implementation process of 
ESD and revised EU ETS directive according to Knill’s (2015) six factors on implementation 
success outlined in the theory chapter. For the purpose of this thesis, program deficits section 
shall relate to analysis of the scope and objective of both legislation jointly as they were both 
adopted and implemented by Slovenia and Croatia. Control deficits and administrative 
capacitates shall be analysed under the same section as those factors both relate to identifying 
administrative and technical expertise involved. Institutional compatibility factor shall relate 
to the multi-level governance theoretical aspect discussed in the theoretical chapter as it touches 
upon the legalities and autonomy of certain sectors within EU legislation.  
 
 

1. PROGRAM DEFICITS 
 
According to the theoretical approach by Knill (2015) the first factor of program deficits, 
relates to ill-designed policies which allow for open interpretation of policy objectives. 
Program deficits would entail unclear wording of the scope, subject matter, policy objectives 
and mechanisms for the attainment of the objectives. In order to identify whether any deficits 
exist in the case of EU ETS and ESD, we shall take into account the process leading up to the 
adoption of both legislation. This shall provide for the contextualization of the initiation of both 
legislation as well as for the analytical foundation. Firstly, we shall analyse the EU ETS 
Directive and then move on to ESD. 

The EU ETS Directive (initially 2003/87/EC) was revised and adopted in 2009 for the purpose 
of the third trading phase. The revised Directive has been amended based on the experience 
and feedback from the first two phases clearly stated in the Explanatory memorandum 
accompanying the proposal for the revised Directive. Thus, according to the EC, the 1st phase 
(2005-2007) successfully established free trade of emission allowances cross the EU, set up 
the necessary infrastructure for monitoring, reporting, verification including registries and has 
successfully concluded two compliance cycles (Directive 2009/29/EC). However, according to 
the EC, the environmental outcomes of the phase were not so significant and were limited due 
to excessive allocation of allowances in some member states and some sectors, which was 
attributed to reliance on projections and a lack of verified emission data (Directive 
2009/29/EC). The principles and mechanisms resulting in issues during the 1st phase recurred 
in most 2nd phase national allocation plans (NAPs) of member states (proposal for Directive 

2009/29/EC.  On the basis of experience of the 1st period and the NAP assessment of the 2nd 

period, a strong belief within the Community was that the overall functioning of the EU ETS 
could be improved in a number of aspects. Thus, program deficits were encountered with in 
the first two phases of the Emission Trading Scheme. Against this background and responding 
to Article 30 of the EU ETS Directive (2003/87/EC), the Commission issued a Communication 
“building a global carbon market – report pursuant to Article 30 of Directive 2003/87/EC” in 
2006. The Communication identified the main subjects to be reviewed with a view to 
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streamlining the EU ETS and reducing program deficits. Along with the commitment in 2007 
to reduce at least 20% of GHG emissions by 2020, the EC realized they needed to increase the 
level of contribution of the EU ETS to achieving the reduction targets as well as that it should 
concern the allocation mechanism, the adjustment of EU-wide cap, the use of credits from 
JI/CDM and potentially add types of credits and/or mechanisms foreseen under the agreement 
(2009/29/EC). These revisions were adopted as amendments and key changes from the first 
two periods. 

All these elements have been discussed in the framework of the European Climate Change 
Program (ECCP) Working Group on Emissions Trading in 2007. The outcome of these 
meetings provided major input to the review of the EU ETS Directive. The provisions of the 
proposed amendments to the EU ETS Directive are guided by three objectives; fully exploiting 
the potential of the EU ETS to contribute to the EU’s overall greenhouse gas reduction 
commitments in an economically efficient manner; refining and improving the EU ETS in the 
light of experience gathered and; contributing to transforming Europe into a low greenhouse-
gas-emitting economy and creating the right incentives for forward looking low carbon 
investment decisions by reinforcing a clear, undistorted and long-term carbon price signal 
(2009/29/EC). Against this background and with a view to enhancing the certainty and 
predictability of the emission trading system the revised Directive should now provide for 
automatic and predictable adjustments upon the conclusion of a future international agreement. 

Looking at the Revised Directive, the scope and objective are described under Articles 1 and 
2, which were amended as mentioned in the EU ETS analysis section. The implications of 
program deficits were therefore tended to in the case of third phase EU ETS by the revision of 
the Directive and the call to learn from the deficits of the previous two phases. Moreover, the 
revision process implicated the ECCP Working Group which added to the credibility of the 
amended proposals. 

On the other hand, the ESD was brought into force as the sectors not falling under the ETS 
represent 60% of the total GHG emissions in Europe (EU ETS Handbook, 2015). Moreover, 
ESD was necessary in order to reach the 20-20-20 EU target (EU ETS Handbook, 2015). On 
the basis of these needs, its scope and subject matter were precisely outlined in the Articles 1 
and 2. The Decision indicates a joint effort should be made to lower emissions Community-
wide (paragraph 5 of the pre-text ESD). However, with relation to the implementation, the pre-
text accompanying the Decision states in its sixth paragraph that “the member states should 
implement additional policies and measures in an effort to further limit the GHG emissions 
from sources not covered under Directive 2003/87/EC.” Thus, indicating it is up to the member 
states to come up with and implement additional policies and measures corresponding to the 
ESD sectors without any EU guidance. This being said, despite a number of EU-wide measures 
in areas such as energy efficiency standards, CO2 emissions from cars and waste will also 
contribute to emission reductions in these sectors. This section in the pre-text of ESD provides 
for the foundation for the whole ESD legislation, on which further paragraph 7 establishing the 
technicalities of the efforts of member states and latter paragraphs outlining the operational 
aspects of the ESD are built on. Therefore, the legislation does allow more leeway for the 
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member states to decide upon the implementation of the Decision, however this should not be 
allocated as a program deficit due to the following reason. Up to certain limitations, the ESD 
allows Member States (MS) to make use of flexibility provisions for meeting their annual 
targets: carry-over of over-achievements to subsequent years within each Member State up to 
5%, transfers of AEAs between Member States and the use of international credits (credits 
from Joint Implementation and the Clean Development Mechanism) up to 3% according to the 
Decision No 406/2009/EC. Despite these flexibilities, the ESD targets are designed in a strict 
manner (UNFCC HR, 2020). 

In this context, further sections analyse the process of implementation within Slovenia and 
Croatia through the lens of six implementation success factors theorized by Knill (2015). The 
order to the factors differs with relation to Knill (2015), firstly this paper shall analyse 
institutional capabilities and control deficits associated with the key actors within the area of 
EU ETS and ESD. Further, followed by administrative capacities and the preferences of actors 
involved. Lasty, this thesis shall analyse the choices of policy instruments for the 
implementation of ESD and EU ETS in both national contexts. 

 
2. INSTITUTITONAL CAPABILITY 

  
Before looking at the analysis of institutional capabilities of each member state, it is crucial to 
analyse the legal aspects of EU environmental law. This provides for a foundation for further 
analysis in terms of which requirements are member states to adhere to, in order to successfully 
and sufficiently implement EU environmental legislation. Otherwise potential pressures arise  
in the extent to which the European requirements differ from the given institutional 
arrangements in the member states (Knill, 2001). Therefore, next section looks into the legal 
aspects of EU ETS and ESD with relation to institutional capabilities necessary for their 
implementation. Aspects of the further analysis shall be related to aspects of multi-level 
governance theory. 
 
Legal aspects of institutional capabilities 
Concerning the implementation of common policies in the member states there exists a clear-
cut distribution of competence. Responsibility for the execution of the Community law 
generally lies with the member states (Article 4(3) TFEU). The Commission as the guardian of 
the treaties is responsible for controlling the transposition and application of Community law 
in the member states (Article 17(1) TFEU). For ensuring the correct implementation of 
European measures, the Commission, in accordance with article 258 TFEU can instruct an 
infringement procedure against member states that did not fulfil the commitments resulting 
from Community law. The legal foundation of EU environmental protection policy and energy 
policy is to be found in Article 194(1) and 192 of the Treaty on the Functioning of the European 
union (TFEU or Lisbon Treaty), which also formalized the “carefully crafted compromise 
between national sovereignty over national resources and energy taxation issues, and a shared 
Union competence for the rest” (Braun, 2011). However, Article 4 (TFEU) refers to shared 
competencies between the Union and member states in the area of environment. This indicates 
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multi-level governance argument about the blurred boundaries between national and European 
policy-making. The EU policy process in the environmental protection area has penetrated into 
national political and legal systems in the sense of allowing for transposition of policies to 
national authorities, whereas the actual policy formulation and key policy-making decisions 
and most importantly, the policy narrative, rest within the authority of the EC. Moreover, the 
legal wording in the before-mentioned articles as well as the blurred boundaries with regard to 
authority indicate the involvement of multiple levels of actors ranging from domestic 
bureaucracies and leadership to the European level bureaucracies and experts within the field 
portraying the facet of multi-level actor involvement. 
 
In the case of EU ETS and ESD, the key institutions involved at the EU level are the EP, the 
EC and European Council. The primary responsibility for the implementation lies with member 
states due to TFEU, whilst the EC has a mandate to enforce proper transposing and 
implementation of legislation. In the case of EU ETS, the Commission reserves the power of 
implementation, when uniform conditions of implementation are in need (2009/29/EC). This 
relates to determining the allocation of free allowances, monitoring, reporting and certification 
of emissions (EU ETS Handbook, 2015). Such rules are implemented on an EU-level in order 
to ensure a harmonized approach for all member states to follow. Thus the EC ceded 
sovereignty from member states in terms of implementation of uniform conditions, leaving to 
the member states only allocation of allowances to actors within the emitting sectors in terms 
of implementation. However, the EC has consulted the member states before the 
implementation of implementing measures through a mechanism of Climate Change 
Committee, which seats all member states (EU ETS Handbook, 2015). Jointly, member states 
and the EC have through the Committee examined approximately 15 decisions and regulations 
relating to the implementation of EU ETS and approved them through consensus-based 
decision-making (EU ETS Handbook, 2015). Majority of these legal acts have been in the areas 
of free allocation, monitoring or reporting, where it is crucial for both parties to see eye-to-eye. 
Therefore, in the case of EU ETS there is present a drift of authority for the responsibility of 
implementation and the actual decision-making necessary for policy formulation from the 
member states to the EU. This proves the multi-level governance notion of the complex affair 
of policy making at the EU level and variability of the structures for political control 
(Rosamond, 2003). Similarly, implementation of the ESD is the responsibility of the member 
states. Main piece of legislation setting the broad principles of how the EU overall target is 
shared among member states. However, in contrast to the EU ETS, member estates have the 
ability to implement the ESD under their own terms. This means that member states are obliged 
to reach the target set under the ESD however, the choice of reduction measures are the 
responsibility of the member states. The ESD and ancillary legislation however, created a 
framework for the GHG and ESD compliance status and regulate the use of flexibilities such 
as the use of “offsets” with relation to target attainment (EU ETS Handbook, 2015). Thus, 
under the sectors covered in the ESD, member states have maintained sovereignty not only in 
terms of implementation of EU rules but also in terms of policy formulation in order to reach 
the ESD targets. 
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Against the background of legal implementation and compliance aspects of the EU ETS and 
ESD with reflection to the multi-level governance, next sections analyse the institutional 
capacitates of each member state. As mentioned in the theoretical chapter institutional 
capability rests on two central assumptions 1) effective implementation is generally a question 
of effective institutional adaptation, and 2) the extent of institutional change is limited by the 
given institutional arrangements (Knill, 2015). In order to successfully implement EU policies 
there needs to be a regulatory framework already established in the member state that correlates 
to the requirements of the EU legislation. The EU ETS and ESD legislation require horizontal 
coordination among various ministries for the legislation to be effective for all the sectors it 
encompasses, due to the fact that both legislative acts encompass a wide range of sectors. In 
order to analyse the extent of institutional capabilities in each member state, next sections shall 
analyse frosty, the national system of Slovenia and Croatia in terms of environmental 
legislation and secondly, the institutional arrangements and key legislative acts touching upon 
decarbonization up until 2013 in the area of emission reduction encompassing all sectors falling 
under both EU ETS and ESD. Successful implementation with relation this factor would entail 
an alignment of established institutional structures with the requirements of the EU legislation. 
This would be evident from the visible from the inclination of previous national legislation 
towards decarbonization.  
 
Slovenian national system 
 
Slovenian system for environmental regulation represents a centralised governance. The key 
actor is the Ministry of Environment and Spatial Planning. Its mandate is within work around 
the environment, water and investments, spatial planning, construction and housing (MOP, 
2020).  Institutional arrangements for environmental regulation and compliance are shared 
between the Ministry of Environment and Spatial Planning, the Ministry of Agriculture, the 
Ministry of Health, the Ministry of the Interior, the Ministry of Transport and Infrastructure, 
the State Inspectorate, the Slovenian Environmental Agency (ARSO). 
Key body within the area of decarbonizing is the Slovenian Environmental Agency, a body of 
the Ministry of the Environment and Spatial Planning. Its mandate lies within monitoring, 
analysing and forecasting natural phenomena and processes in the environment. It aims at 
performing expert, analytical, regulatory and administrative tasks related to the environment at 
the national level (MOP, 2020). There are other subordinate institutions that work in the area 
of environmental regulation. Additional oversight of environmental policy and information is 
provided also by public institutions such as The Nature Protection Agency, the Geophysical 
Monitoring Authority and the Inspectorate of the Republic of Slovenia for the Environment 
and Spatial Planning (MOP, 2020). In 1993 the Council for Environmental Protection was set 
up by the Slovenian Parliament composed of scientists for the purpose of submitting proposals 
for environmental standards and action programmes to the government (EU Parliament, 1998). 
Moreover, under the Slovenian Environmental Protection Law local authorities pose 
responsible for implementation of governmental decision on environmental policy besides 
having a jurisdiction in matters of local significance (EU Parliament, 1998). On the local level 
there are also NGOs operating and focusing on issues such as environmental education, 
sustainable farming and low-input power production (EU Parliament, 1998).  
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In this context, next section analyses key legislative documents with relation to emission 
reduction before EU ETS (2009) and ESD. In Slovenia, an explicit carbon tax has been in place 
since 1996 for CO2 emissions resulting from the combustion of fossil fuels and incineration of 
combustive organic substances (Ecologic Institute & Eclareon, 2014). This indicates that as far 
as 1996 Slovenian government has been aware of the need for emission reduction.  Moreover, 
Slovenia passed the Environmental Protection Act in 2004 which represents the foundational 
legislation for all regulation related to energy, emissions, water and air quality, nature 
preservation (MOP, 2020). The act was passed by multiple ministries involving the Ministry 
of Environment and Spatial Planning, Ministry of Infrastructure, ministry of Agriculture, 
Forestry and food as well as Ministry of Economic Development and Technology, entailing a 
horizontal implementation and cooperation (MOP, 2020). This Act represents the cornerstone 
of Slovenia’s environmental protection policy and it provides a legal basis for all other 
legislation in the area of environmental protection that indirectly or directly influences GHG 
emissions. The primary measure to promote energy efficiency since 2002 are low-interest loans 
and non-refundable financial incentives administered through the Environmental Public Fund 
(Eco Fund). Moreover, the current Slovenian National Energy Programme was also adopted in 
2004 defining long-term development goals. These goals fall within the areas of energy 
demand and supply, security of supply, competitiveness of energy markets and sustainability, 
also touching upon decarbonization (MOP, 2020). In July 2007 Slovenian parliament adopted 
amendments and modification of Energy Act (70/2008) in chapters touching upon the 
electricity from renewable energy sources (RES). Accordingly, Slovenian target was set to 
increase electricity generation from RES, defining energy policy orientation toward renewable 
energy which entails lower GHG emissions. Furthermore, Slovenia passed two relevant 
legislative acts relevant for GHG emissions, namely Decree on ambient air quality (2011) and 
Decree on national emission ceilings for atmospheric pollutants (2005). All in all, Slovenia 
appears to have taken measures to lower GHG emissions and increase energy efficiency since 
the 1996. This indicates Slovenia’s inclination towards legally binding environmental 
protection joined by sufficient institutional environment for implementation of EU ETS and 
ESD. Moreover, since Slovenia has been part of the Emission Trading Scheme since its 
establishment in 2005, it is noteworthy that the mechanisms and structures for a successful 
implementation of the previous ETS Directive were already in place.  
 
Croatian national system 
Institutional framework in Croatia resembles a similar centralized case. Croatia has a tradition 
of centralized governance on environmental regulation and compliance assurance (NIR, 2019). 
Institutional arrangements for environmental regulation and compliance are shared between 
the Ministry of Environmental and Nature Protection, the Ministry of Agriculture, the Sanitary 
Inspection of the Ministry of Health, the Ministry of the Interior, the Ministry of Maritime 
affairs, Transport and Infrastructure, the State Inspectorate, the Croatian Environmental 
Agency and the National Protection and Rescue Directorate (NIR, 2019).  
 
The Ministry of Environmental and Nature Protection is the key national authority for 
environmental protection and sustainable development. Its mandate, relevant for this thesis, 
covers industrial pollution, air quality, waste, and nature protection (MZOE, 2020). Its key 
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tasks are strategic and project-level environmental assessments, inspection and administrative 
compliance assurance. It is also the competent authority for permitting for large industrial 
plants, which it coordinates with authorities responsible for other types of permits (MZOE, 
2020). These functions within the Ministry are assigned to the Sector for Environmental 
Assessment and Industrial Pollution, which is a part of the Directorate for Environmental 
Protection and Sustainable Development (MZOE, 2020). However, during the period 2004-
2012, coinciding with the active development of environmental legislation and institutions, the 
field of nature protection came under the Ministry of Culture (MZOE, 2020). “The result was 
reduced access to capacity building offered as part of the EU accession process, inadequate 
equipment levels, and uncoordinated development of data management systems” (UNECE, 
2014). Moreover, this institutional separation had impact with relation to international 
networking and information flows (UNECE, 2014). From 2012 onwards, nature protection has 
been integrated into the National Environmental Authority (UNECE, 2014). 
 
Along with the central body mentioned above, there are present as well subordinated 
institutions. They include expert and implementation agencies largely established pursuant to 
special acts and as such are independent (UNECE, 2014). Additional oversight of 
environmental policy and information is provided also by public institutions such as the 
Croatian Environment Agency, the Environmental Protection and Energy Efficiency Fund and 
the State Institute for Nature Protection (MZOE, 2020). These fall under the competence of the 
Ministry of Environmental Protection and are largely independent. The Agency established in 
2002 by a decision of the Government for the analysis and interpretation of environmental data 
as well as for the provision of information crucial for efficient and effective environmental 
policy-making (UNECE, 2014). The Fund represents an extra-budgetary legal entity for 
ensuring the implementation of environmental protection programmes on waste management, 
nature conservation, sustainable consumption, energy efficiency and renewable energies as 
well as to ensure additional funds of financing the preparation, development and 
implementation of projects and programmes in the areas of environmental protection, 
established in 2003 (UNECE, 2014). The State Institute provides for expert knowledge on 
nature protection since 2002. Established by virtues of a Government regulation it represents a 
public institution carrying out expert nature protection tasks for Croatia, involving monitoring, 
reporting, inventorying and assessing the state of nature as well as developing and coordinating 
nature protection information system (UNECE, 2014). With similarity to Slovenia, regional 
and local self-governments are part of the environmental policy process most notably, they are 
responsible for implementation at local levels and are allowed to determine stricter measures 
than those at national level (UNECE, 2014).  
 
After having analysed the key actors involved in the area of environmental regulation, next 
section outlines and analyses the key legislation passed with relation to emission reduction 
until 2013. Croatia has since 1999 seen several green economy initiatives with a total of €3.2 
million financing of 78 projects related to energy efficiency, sustainable building sector, 
optimization of environmental legislation (UNECE, 2014). In 2001 Croatia passed Strategic 
Guidelines for Green Economic Development including a set of action plans and strategic 
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documents for developing a green economy (UNECE, 2014). The cornerstone of Croatian 
environmental legislation is the Environmental Protection Act (EPA) passed in 1994, the 
newest revised version was adopted in 2013. Similarly to Slovenian EPA, Croatian one 
includes obligations to improve the quality and implementation of environmental impact 
assessments (EIA), introduction of strategic environmental assessments (SEA), reinforcement 
of public participation in environmental matters, ensurance of access to environmental 
information and strengthening of integrated industrial pollution prevention and control (IPPC) 
(UNECE, 2014). However, the revised version also provides basis for further harmonization 
of national environmental legislation with the EU acquis (UNECE, 2014) incorporating the 
provisions of a number of EU directives. Moreover, the Act introduced decentralization of 
administrative responsibilities for environmental protection (UNECE, 2014). 
Furthermore, in 2009 Croatia also adopted a National Sustainable Development Strategy, 
which represents the highest-ranking policy documents for environmental protection and 
sustainable development at the national level (UNECE, 2014). In the area of air protection, 
Croatia passed an Air Protection Act in 2011 representing the primary legislative act regulating 
air protection. This Act was crucial in establishing a legal and institutional framework for the 
implementations of the emissions trading scheme for installations and aviation (UNECE, 
2014). In terms of subnational environmental policies, the main strategic documents for 
environmental protection are the four-year regional and local environmental protection 
programmes (EPPS) (MZOE, 2020). These programmes outline conditions and measures for 
environmental protection, priorities, authorities and the sources for its funding and are 
approved by the Ministry of Environmental and Nature Protection.  
 
Based on the analysis of both member states national system with relation to environmental 
protection as well as the key legislation passed with relation to emissions reduction until the 
EU ETS third phase and ESD, it is visible that both member states had sufficient institutional 
capacitates in place before the implementations of EU ETS and ESD. Slovenia on one hand, 
has also been in the EU ETS scheme since its establishment in 2005 therefore it had to develop 
the institutional capacities for the implementation of the primary directive. Besides, it had 
legislative acts preserving the environment in place since the 1990s. similarly Croatia’s 
environmental regulation has been relying on the work of the Ministry of Environment and 
Nature protection. Both member states had agencies and other institutions besides the 
ministries in place, which employ expert knowledge and competencies for the analysis, 
monitoring, reporting and consultation on the most optimal environmental policy choices.   
 

3. ADMINISTRATIVE CAPACITIES and CONTROL DEFICITS  
 

This section outlines administrative capacities corresponding to human capacity, financial, 
technical and organizational resources and the responsible administrative entities for the 
implementation of EU ETS and ESD. Sufficient administrative capacities would, according to 
Knill (2015), entail the ability of each member state to effectively comply with given policy 
requirements. Since operationalization of implementation in the case of ESD entails reaching 
the quantifiable ESD target with the measures and policy instruments of the member states 
choosing, analysis of administrative capacities shall be based on the monitoring, verification 
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and compliance cycle of the ESD. This is also due to the limitation of publicly available reports 
on the national plans of implementation of ESD. For the purpose of identifying control deficits, 
this section relies on empirically weaker indications in terms of what type of resources are 
allocated to the implementation and which actors are involved, identifying whether enough 
resources are allocated to this policy area in a cross-country comparison and with relation to 
each member state’s GDP share. The key question control deficits analysis is aimed to answer 
is are there organisational structures and processes in place in each member state to cope with 
the implementations of EU ETS and ESD? 
Sufficient administrative capacities would entail a clear organizational structure with various 
administrative actors involved in the implementation process of ETS and ESD. 
 
Common capacities 

Against the background of national systems in relation to environmental law from the previous 
segment, next paragraph analyses the necessary common capacities of both member states with 
relation to implementation of the emission reduction legislation. As part of implementation of 
the EU ETS and ESD, member states were to report annually emissions within the sectors 
covered in each legislation to the European Commission in accordance with the implementing 
regulation EU 749/2014. Additionally, since 2015 member states have also been obliged to 
provide the EC with all information on national measures and instruments which they utilise 
for the mitigation of climate change in accordance with Regulation 525/2013. Monitoring, 
reporting and verification of the ESD targets takes place mainly through the submission of 
additional national GHG inventories by member states (UNFCC SI, 2020). Moreover, since 
June 2012, EU Member States' greenhouse gas registers have been consolidated into one 
system - EUCR (European Union Consolidated Registry), which is managed and maintained 
by the European Commission (EC) (UNFCC HR, 2020). The EUCR represents a systemized 
and computerized database in which all accounts of greenhouse gas emissions trading 
participants are kept (UNFCC HR, 2020). It records and monitors compliance with the law on 
the obligations of the installation and aircraft operators, records the transactions and the 
amounts of the allocated free emission units (UNFCC HR, 2020). Thus, member states needed 
to allocate all accounts from their national registries to the European Registry form 2012 
onwards. The functional requirements of the registry are determined by the EC through the 
Registry regulation. However, the information that is publicly available can be found on the 
European Transaction Log website. It represents the key common capacity which Slovenia and 
Croatia needed to adhere to. The justification of the unified registry was that through the unified 
registry accuracy, transparency and public availability of data on the fulfilment of obligations 
were to be ensured. Slovenia joined the Registry upon its establishment (UNFCC HR, 2020). 

On January 17
th 2013 the Croatian GHG register became part of the Union Registry, six months 

before Croatia became an official member of the EU (UNFCC HR, 2020). Within the unified 
Union Registry each member state has its own national part of the Registry and a national 
administrator. The National Administrator of the Slovenian part of the Union Registry is 
Ministry for Environmental Protection and Spatial Planning, pursuant to Slovenian 
Environmental Protection Act (MOP, 2020). The National Administrator of the Croatian part 
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of the Union Registry is Ministry for Environmental Protection and Energy, pursuant to Law 
on Environmental Protection (MZOE, 2020). Managing the Slovenian and Croatian part of the 
Union Registry includes opening and managing ETS accounts, performing transactions on 
national, Kyoto and ESD accounts, producing public reports and publishing information in 
accordance with international and national regulations. In this context, next segment analyses 
Slovenian administrative capacities through the analysis of the compliance, monitoring and 
reporting cycles of EU ETS and ESD, the human capacity responsible for the transposition into 
national legislation, financial, technical and organizational resources.  

Slovenia 
 
Since its accession to the EU ETS, the institution responsible for GHG and ETS inventories is 
the Slovenian Environmental Agency (SEA) (UNFCC SI, 2020). It is also responsible for 
obligations under other international institutions (such as the UNFCC and associated Kyoto 
Protocol). In making the inventories, the Environmental Agency cooperates with numerous 
other institutions and administrative bodies which relay the necessary activity data and other 
necessary data for the inventories (UNFCC SI, 2020). Part of the legal and institutional 
arrangements in place as the basis for the national system concerns data availability for the 
annual compilation of the GHG inventory (UNFCC SI, 2020). The key data source for the 
Slovenian inventory preparation is the Statistical Office of the Republic of Slovenia (SORS). 
The compilation of several statistics is regulated by European and Slovenian statistical 
legislation and partly complemented by contracts at national level (UNFCC SI, 2020). In 2007, 
before the third phase EU ETS, SORS and SEA adopted an agreement placing all statistical 
data necessary for preparing GHG inventories to be available each year by October 30th at the 
latest (UNFCC SI, 2020). In exchange, ETS data and emission estimates are reported to the 
SORS within a defined time frame. Other data sources include experts from the Slovenian 
Forestry Institute and the Agricultural Institute of Slovenia on GHG inventories according to 
the standing rules. 

With ever-increasing obligations of Slovenia with regard to reporting, the SEA implemented a 
unified system of data collection for the purposes of making inventories, as well as secure 
reliable financing by governmental institutions in accordance with the annual program of its 
work (Arso, 2020). Parallel to this, emissions data are submitted to the SORS, which makes 
them available in its publications and submits them to EUROSTAT and the International 
Energy Agency (UNFCC SI, 2020). Before the inventory is reported to the EU, European 
Environmental Agency or UNFCCC Secretariat, it goes through an approval process UNFCC 
SI, 2020). The institution designated for approval is the Ministry of the Environment and 
Spatial Planning. Thus, Slovenia follows an established and organized reporting system with 
the final approval from the EU, EEA or UNFCC Secretariat. 

Moreover, additional administrative and financial capacities are allocated through the LIFE 
programme co-sponsored by the EC. This programme monitors the implementation of 
measures through the Climate Mirror mechanism from 2016 onwards and covers all emission 
sources (including ETS) (LIFE, 20202). Furthermore, it increases GHG emission reduction by 
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2020 by promoting sustainable transport, energy efficiency, renewable energies and sustainable 
climate protecting land use in the transition to a low carbon society. Thus, it helps in lowering 
the emissions for ESD sectors. LIFE project will be touched upon more in the section on the 
choice of policy instruments. However, it is notable to relay its financing, which is 50% covered 
by the Ministry of Environment and Spatial Planning and 50% covered by the EC (LIFE, 
20202). 

Croatia 
 
Since 1999, Croatia has established an environmental regulation and compliance assurance 
system that responds to the needs arising from the country’s international obligations (UNECE, 
2014). Through this mechanism public participation has improved, as well as coordination with 
administrative procedures such as integrated permitting (UNECE, 2014). However, Croatia has 
been slow in terms of implementing new legislation, in particular at the subnational level, in 
case of areas demanding high infrastructural investments such as air protection, which relates 
to EU ETS and ESD (UNECE, 2014). This is mainly connected to insufficient state budget 
allocations, low financial investments as well as insufficient administrative capacity mostly in 
the area of climate change (UNECE, 2014).  
As aforementioned, Croatia also has a centralized governance on environmental regulation.  
Therefore, in terms of implementation of EU ETS and ESD the Ministry of Environment and 
Energy (MEE) plays the central administrative role. The MEE is also a national focal point for 
the ETS and ESD, with overall responsibility for the implementation and reporting to the EC.  
The MEE performs the organization of GHG inventory creation, reports on the implementation 
of policies and measures to reduce emissions an increase GHG removals, and reports on 
projections of GHG emissions by source and their removals (UNFCC HR, 2020). Moreover, it 
prepares data on the quantities of verified GHG emissions from plants covered by the ETS, 
conducts checks on the consistency of data on activities and GHG emissions, reports on the 
issuance, account holding, transfer, receipt, cancellation and withdrawal of emission reduction 
units from the Union Registered mentioned above (UNECE, 2014). Additionally, it also selects 
Authorised institution for the preparation of the GHG inventory and provides insight into data 
and documents for the purpose of technical reviews (UNFCC HR, 2020). 
 
Energy and Environmental Protection Institute (EKONERG) was selected as Authorised 
Institution for preparation of inventory submission for the ongoing three-year period (UNFCC 
HR, 2020). It is responsible for preparation of inventory, which includes quantitative 
calculation of all anthropogenic emissions from sources and removals by GHG sinks, 
estimation, identification of key categories of GHG emissions sources, reporting on activities 
related to emission reduction units, preparation of GHG inventory and quality control reports 
as well as cooperation with the EC (UNECE, 2014). Due to the EU accession process and the 
need to harmonize with the reporting cycles of the European Environmental Agency (EEA), 
Croatia established a legal obligation to elaborate national state of environmental reports every 
four years, based on EEA indicators (UNECE, 2014). EKONERG collects data from the MEE, 
which is responsible for providing activity data on GHGs. Latest updates related to 
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organizational structures of reporting were the merger of Croatian Agency for Environment 
and Nature to the MEE (UNFCC HR, 2020). 

Moreover, through working groups, commissions and workshops responsible for the technical 
work in the area of environmental regulation horizonal coordination takes place. These bodies 
are established by various ministries mandated for specific environmental regulation on an ad-
hoc basis for clearly defined tasks (UNFCC HR, 2020). Example is the Commission for Cross-
Sectoral coordination for polices and measures for climate change mitigation and adaptation as 
well as the Commission for cross-sectoral coordination for the national GHG emissions 
monitoring system, both crucial for implementation of EU ETS and EST (UNFCC HR, 2020). 
“The establishment of both Commissions has contributed to great progress, improved 
information flow and sectoral involvement in decision-making as well as raised the level of 
knowledge” (UNFCC HR, 2020). However, in terms of involving relevant stakeholder in 
coordinating bodies, Croatia has not formal practice (UNECE, 2014).  

Additionally, in terms of analysing potential control deficits for both member states, below 
chart presents the budgetary expenditure on environmental protection of EU member states 
from 2018, as a share of GDP. Based on Eurostat’s information (2019), Slovenia spends 
approximately 0.5% of its GDP on environmental protection, which is below EU average. It 
allocates most funds for wastewater management followed by pollution abatement, under 
which GHG emissions fall. Its share on R&D with regard to environmental protection is the 
third area Slovenia allocates most funds. Conversely Croatia spends more of its GDP on 
environmental protection, but still a bit below the EU average. Contrary to Slovenia’s share of 
spending, it allocates very little to R&D and pollution abatement. Almost entirely, the funds 
are spent on protection of biodiversity and landscape and wastewater management. Thus, it can 
be argued that control deficits might be predominately present in Croatia with regard to 
negligence of pollution abatement and GHG emissions. 
 
Figure 8: Total 
government 
expenditure on 
environmental 
protection, 2018 
(%of GDP). 
Source: Eurostat 
(2019) 
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4. PREFERENCES AND STRATEGIES OF INVOLVED ACTORS 
 
Preferences and strategies of involved actors are crucial for the successful implementation of 
EU legislation. This is due to the fact that actors such as political actors, bureaucracies and 
interest groups occupy central roles in the implementation process. Knill (2015) based his 
theoretical approach on two implementation patters. If EU requirements are in line with the 
part-politically defined interests of coalition partners, effective implementation regardless of 
the level of adaptation pressure is expected. And secondly, ineffective implementations is 
likely is one or more coalition partners oppose the given policy. Further analysis shall identify 
the coalition ruling parties at the time of implementation of both legislation as well as analysing 
the positions they hold on environmental protection and reduction of carbon emissions. 
 
Slovenia 
The ruling party in Slovenia during the adoption of EU ETS and ESD was the Social Democrats 
during the 9th government of Slovenia between the years 2008-2012. The party has been 
affiliated with strong care for the environment and decarbonization as is visible also from their 
official program (SD, 2020). Their Party Program encompasses actions to be taken regarding 
lowering GHG emissions as part of the environmental protection agenda (SD, 2020). During 
the time of adoption and implementation of the EU ETS third phase and ESD, the post of 
Minister for the Environment and Spatial Planning has seen a change of two ministers from the 
same party, that is the Democratic Party of Pensioners of Slovenia. This party does not mention 
environmental protection, GHG emissions or sustainable development in their program, thus it 
is assumed that their political priorities do not encompass environmental protection (DeSUS, 
2020). Moreover, in compliance with the international conventions (Espoo and Aarhus), the 
participation of the public in the decision-making process regarding plans (within the 
framework of a comprehensive environmental impact assessment) is provided for all plans and 
projects with known environmental impacts (UNFCC SI, 2020).  Implementation of the 
Principle of Partnership with Social and Regional Partners and Civil Society and the inclusion 
of the expert public in document preparation procedures is mandatory for the preparation of all 
planning documents (UNFCC SI, 2020). This entails a consensus-based process of 
implementing EU policy.  
 
Croatia 
In Croatia, there was a consistency in the ruling of Croatian Democratic Union during the 10th 
government between 2008 and 2009 and the 11th government during 2009 and 2011. Both the 
prime minister and the Minister for the Environmental Protection, Spatial Planning and 
Construction were part of this party. This assumes favourable for the EU ETS and ESD 
legislation. According to their Party Programme, their stance on environmental protection is 
limited, the wording associated with ideas regarding environmental protection general. There 
are no tangible potential actions presented for change in that area, from their respective political 
programme (HDZ, 2020).  
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5. CHOICE OF POLICY INSTRUMENTS  
 
Next paragraphs shall identify the choices of policy instruments related to the implementation 
of EU ETS and ESD in both countries. Noteworthy is that only policy instruments adopted 
from 2009 shall be taken into account, as 2009 represents the year in which the EU ETS revised 
directive was adopted and ESD notion has already been enforced. As mentioned in the 
theoretical part, the factor of choice of policy instruments has not been sufficiently debated in 
terms of its eligibility and credibility in the matter of actually influencing implementation 
success in the EU policies. Instruments in both countries shall firstly be outlined and then also 
analysed with relation to the three types of instruments identified by Knill (2015). Namely, 
these are instruments prescribing behavioural changes, instruments providing negative or 
positive incentives for behavioural changes and instruments directed at increasing 
implementation capabilities. It is expected that both member states utilised a mix of these 
instruments in order to implement both of the EU legislation. 
 
Slovenia 
The choice of policy instruments in Slovenia is analysed based on the Operational Programme 
for 2020 (OP-GHG 2020) to reduce GHGs. Measures to reduce greenhouse gas emissions, set 
out in the OP-GHG 2020, are aimed at achieving greater development effects of invested public 
funds and improving the cost-effectiveness of the implementation of measures (OP-GHG SI, 
2020). OP-GGP 2020 therefore focuses on measures in the areas or sectors that account for the 
largest shares in greenhouse gas emissions, i.e. energy rehabilitation of buildings, emissions 
from transport, agriculture and greenhouse gas emissions, and in waste management. Bellow 
is presented a table of the measures and policies Slovenia passed in order to comply with the 
EU legislation between the period 2013-2020 (OP-GHG, 2020). 

INSTRUMENT New measure or upgrade of existing measure Type of measure / jurisdiction Target group 
Grants OP EKP 2014−2020: Priority Axis 1: "International competitiveness of 

research, innovation and technological development in accordance with smart 
specialization for greater competitiveness and greening of the economy": 

1. Improving research and innovation infrastructure and the capacity to 
develop excellence in research and innovation and to promote centers of 
competence, in particular those of European interest; 

Financial incentives / ministry 
responsible for R&D 

Various R&D 
entities 

Grants 

Innovative public 
procurement 

Use of repayable 
funding (financial 
engineering) 

OP EKP 2014−2020: Priority Axis 1: "International competitiveness of 
research, innovation and technological development in accordance with smart 
specialization for greater competitiveness and greening of the economy": 

1. Promoting business investment in innovation and research and establishing 
links and cooperation between business, R&D centers and higher education, 
in particular in the areas of product and service development, technology 
transfer, social innovation and public service applications, demand, 
networking, clusters and open innovation in SMEs through smart 
specialization, support for technological and applied research, pilot lines, 
support for technological and applied research, pilot lines, early product 
evaluation measures, advanced production capacity and initial production in 
key enabling technologies and dissemination of technologies for general use; 

Financial incentives / ministry 
responsible for economic 
development and technology 

Various R&D 
entities and 
entities from 
economic 
activities 

Return (debt and 
equity) sources of 
financing (financial 
engineering 
instruments: venture 
capital, guarantees 

OP EKP 2014−2020: Priority Axis 2: “Dynamic and competitive 
entrepreneurship for green economic growth”: 

1. Promoting entrepreneurship, in particular by facilitating the economic 
exploitation of new ideas and encouraging the creation of new businesses, 
including business incubators 

Financial incentives / ministry 
responsible for economic 
development and technology 

Various 
economic 
operators 
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for bank loans with 
interest rate 
subsidies, 
microloans, micro-
guarantees, loans 
and mezzanine 
loans). Grants. 
Combinations of 
repayable and non-
repayable sources of 
funding. Other 
modern forms of 
financing (such as 
seed and pre-seed 
sources of 
financing, etc.), 
including public-
private partnerships. 
Revision and 
amendment of 
product legislation 
stemming from the 
Ecod-esign 
Directive, the 
Energy Labelling 
Directive and the 
Ecolabel 
Regulation. 

Amend legislation on eco.design, energy labelling and eco-labelling in line 
with changes in EU legislation 

Legislation / competent 
ministries 

Various 
economic 
operators 

Phasing out 
ineffective subsidies 

Eliminate instruments of market price distortion through environmentally 
harmful subsidies 

Legislation / competent 
ministries 

Various 
economic 
operators 

Audit of 
environmental 
charges in the field 
of environmental 
protection 

Redefining the amount and calculation of the environmental tax in the field of 
waste disposal 

Taxes and fees / ministry 
responsible for environmental 
protection 

Municipalities, 
public waste 
disposal 
service 
providers 

Green public 
procurement 

Expansion and upgrade of the green public procurement system Legislation / ministry 
responsible for finance, 
ministry responsible for 
environmental protection, 
ministry responsible for 
economic development and 
technology and other 
competent ministries 

Public sector 
and providers, 
economic 
operators 

Table 2: Instruments in the period 2013-2020 in Slovenia. Source: OP-GHG 2020 

The grants outlined as the first two instruments in the table represent financial incentives aimed 
at increasing implementation capacities in terms of increasing the international competitiveness 
of Slovenian research, innovation and technological development for the purpose of greener 
economy and greater competitiveness. The jurisdiction falls under the Ministry for 
Environment and Spatial Planning. The instruments relating to the Priority Axis 2 concerning 
the promotion of entrepreneurship for green economic growth indicate financial incentives as 
well. These instruments as outlined in the table mainly relate to instruments providing positive 
incentives for behavioural changes so more and more entrepreneurs would turn to 
environmentally friendly practices. The revision and amendment of product legislation from 
Eco-design Directive, Labelling Directive and Ecolabel Regulation as well as the phasing out 
of ineffective subsidies indicate instruments directed at increasing implementation capacities 
in terms of setting up new structures and information as well as getting rid of ineffective parts 
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of the previous legislative acts. Audit of environmental charges in the field of environmental 
protection also relates to increasing the implementation capacities. Lastly, the green public 
procurement entailing a legislation acts as an instrument expanding and upgrading the green 
public procurement system, thus enhancing the capacity and operation of the system. This 
instrument is also directed at increasing the implementation capacities. 

Furthermore, other strategic documents of the Republic of Slovenia relevant to the mitigation 
of climate change from 2015 until 2020 adopted were the Waste Management Plan and Waste 
Prevention Programme of the Republic of Slovenia from 2016 indicating instrument 
prescribing behavioural change (MOP, 2020). The National Action Plan for Nearly Zero-
Energy Buildings up to 2020, adopted in 2015 and associated Long-term Strategy for 
Promoting investments in the energy renovation of buildings adopted in 2016, both under the 
mandate of the Ministry responsible for energy (MOP, 2020). Lastly, in the transport sector 
Slovenia committed to a Transport Development Strategy by 2030 (2015) and the Resolution 
on the National Programme on the development of Transport (2016) both encompassing 
lowering emissions (MOP, 2020).  

Furthermore, policies and legislation were adopted on the regional local level as well in order 
to each ESD target. Environment protection programmes have been adopted by all Slovenian 
urban municipalities; these programmes also include objectives for reducing emissions of air 
pollutants for the improvement of the air quality, and for reducing GHG emissions and air 
pollutants emissions (UNFCC SI, 2020). The implementation of measures is promoted by the 
State by providing additional subsidies financed from the Climate Change Fund (UNFCC SI, 
2020). These instruments are directed at increasing implementation capabilities. Moreover, at 
the municipal level a local energy concept is mandatory in accordance with the Energy Act 
(UNFCC SI, 2020). These instruments are also directed at increasing implementation capacities 
and prescribing behavioural change. 

Moreover, the Ministry of Environmental and Spatial Planning in collaboration with 14 
partners prepared the LIFE CARE4CLIMATE project, in order to address the gaps and 
weaknesses occurring during the implementation of OPG HG. The aim of the project is to 
enhance the implementation of the defined measures through awareness raising, educating and 
training of key stakeholders. The project will increase resources and competencies to enable 
measures to be well-prepared and implementation to be better coordinated by focusing on 
enhancing stakeholder capacity and involvement as well as modernization of organizational 
procedures for new legal instruments (LIFE, 2002). It involves also non-governmental 
stakeholder such as the Jozef Stefan Institute, Building and Civil Engineering Institute, 
Slovenian Foundation for Sustainable Development amongst others (LIFE, 2020). 

Croatia 

In the case of Croatia, no Operational programme was identified as publicly accessible, thus 
its choice of policy instruments shall relate to research of the legislation relevant passed 
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between 2007 and 2019. The section shall be organised based on the sectors covered under the 
ETS.  

Before entering the EU as well as the EU ETS and ESD, Croatia passed Environmental 
Protection Act in 2007 and in 2009 an Act on Biofuels for Transport, which are relevant to the 
dimension of decarbonization (MZOE, 2020). First legislation represents an instrument 
prescribing behavioural change, whereas the second legislation represents an instrument 
directed at increasing implementation capacities, that is setting up structures for the use of 
biofuels. The Environmental Protection Act related to both EU ETS and ESD, whereas the act 
on biofuels targets to ESD sector of transport. In 2003 Ministry for Environment and Energy 
passed initial Act on the Environmental Protection and Energy Efficiency Fund, which entails 
direct behavioural changes for the sector of energy and other emission-emitting sectors 
endangering environmental preservation. The most current amended version of the Energy Act 
was passed in 2019 indicating increased implementation capacities (MZOE, 2020). In the 
sector of building construction, the Ministry of Construction and Physical Planning has 
initiated a Charter of Cooperation for the Decarbonization of Buildings by 2020 (MZOE, 
2020). The contents of the Charter include the achievement of energy and climate targets at the 
national and EU level through the decarbonization of the building stock, renovation of 
buildings and construction of nearly zero energy buildings, which falls under the ESD target 
(MZOE, 2020). This instrument induces immediate behavioural changes. In the transport 
sector, in 2016 Croatia passed the Act on the Deployment of Alternative Fuels Infrastructure 
transposing into national law the provisions of Directive 2014/94/EU of the European 
Parliament and of the Council of 22nd October 2014 on the deployment of alternative fuels 
infrastructure in the part referring to a Member State (MZOE, 2020). This Act induced 
behavioural changes in the transport sector. Pursuant to the Act, National Policy Framework 
for Deployment of Alternative Fuel Infrastructure of the Republic of Croatia was passed in 
2017, setting the minimum targets for building alternative fuels infrastructure, indicating 
behavioural changes (MZOE, 2020). All other issues relating to the deployment of alternative 
fuels infrastructure not regulated by this Act or the NPF shall be governed by the regulations 
governing the areas of transport infrastructure, physical planning, spatial data infrastructure, 
construction, energy, energy efficiency, environmental protection, and laws establishing and 
defining the scope of activity of the Environmental Protection and Energy Efficiency Fund 
(MZOE, 2020). These legislation vary from instruments prescribing behavioural changes 
directly or providing negative or positive incentives for behavioural changes. Lastly, within the 
decarbonization dimension in the agriculture sector The Rural Development Programme of the 
Republic of Croatia 2014-2020 was passed defining the priorities and areas of intervention, 
selection of relevant measures and allocation of funds based on expected outcomes, indicating 
instrument prescribing behavioural change (MZOE, 2020). 

All in all, both member states chose a wide variety of instruments and policy measures in order 
to lower GHG emissions. Slovenia has additionally employed a project co-hosted by the 
European Commission and other stakeholders in order to educate regarding climate change and 
emissions. 
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DISCUSSION 
 
Having concluded the analysis, this chapter assesses and discusses the findings with relation to 
the established theoretical framework as well as the research questions. In this way findings 
are contextualized to the related research agenda. In this context, the theoretical and practical 
implications will be derived, also pointing out how these findings are relevant and valuable for 
future research. Finally, lessons from this analysis provide for potential further inquiries. 
 
The two research questions each related to a different theoretical underpinning. The first 
research question regarding “to what extent have member states ceded sovereignty in the area 
of environmental policy-making at the EU level in the case of EU ETS and ESD?” relied on 
the multi-level governance approach in the analysis chapter. This research question was 
nevertheless analysed in the section of one of the factors determining implementation success, 
namely the institutional compatibility, pointing towards an integrated approach. The findings 
in the analysis related to the first research question highlighted the changes within the EU legal 
language and treaties with regards to the area of environmental protection. Namely, the SEA 
from 1986 initially formed the legal basis for the EU ETS, where the EU was permitted to 
enforce legislation that preserves protects and improves the quality of the environment, 
contributes towards protecting human health and ensures a prudent and rational utilization of 
natural resources (SEA, 1986). The Single European Act has been enforced before the talks of 
Kyoto Protocol, thus proving the EU’s role of the first-mover in terms of environmental 
protection outlined in the introduction. However, the EU ETS and ESD fall under the Treaty 
on the Functioning of the EU (Lisbon Treaty, 2007) which places the responsibility of the 
execution of the Community law within member states, indicating full sovereignty in the 
implementation phase. The same Treaty calls for a compromise between national sovereignty 
over national resources and energy taxation issues and a shared Union competence for the rest 
(Treaty of Lisbon, 2007). This would indicate that the EU ETS and ESD would be under the 
full competence of the European Commission. Nevertheless, in the case of EU ETS and ESD, 
the analysis of the documents indicated a divergence from that claim. In the case of ESD, the 
Decision allows member states for the sovereignty of choosing the policy instruments and 
measures in order to reach their emission target by 2020. This implies that not only policy 
formulation in the area of environmental protection at the EU level but also the implementation 
process are left to the governance of the member states. Conversely, the EU ETS allows for no 
leeway in the implementation process, as member states are to be allocated the same amount 
of emission permits as in the year 2005 by the EC, which are then to be redistributed to the 
national emitters. Thus, the implementation in the EU ETS case for member states relates solely 
to allocating permits and reporting emissions to the EC. This implies the authority of the EC 
over the policy process of the EU ETS on the basis for advocating for a harmonized approach. 
In line with the multi-level governance notion of the EU policy process being a very complex 
process encompassing a wide range of actors in which the structure of political control is 
variable (Rosamond, 203). The analysis of the case of third phase EU ETS and associated ESD 
proved the patterns of policy-making in contemporary EU are uneven and that the drift of 
authority is ever-present. 
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After having established the understanding of the legal aspects of implementation, the thesis 
sought to answer the second research question: “which factors account for variation in EU 
public policy implementation by Slovenia and Croatia in the case of phase 3 of EU ETS?” 
Comparing both member states, which stem from the same institutional regulatory background, 
demonstrated that they do in fact represent a similar case. This research question was to be 
answered on the basis of Knill’s (2015) theoretical six factors influencing the successful 
implementation. These were chosen as successful implementation would entail adhering to the 
EU’s legal requirements outlined in both legislation. The first factors focused predominantly 
on the program deficits of both legislation and uncovered that both legislation have a strong 
purpose background behind them leading up to their respective adoption. The revised EU ETS 
Directive namely enacted on the basis of policy deficiency of the previous two trading phases 
of the Emissions Trading Scheme and the ESD on the basis of the need in the EU to cover more 
sectors and gases to significantly reduce emissions by 2020. Both EU ETS and ESD provide 
for strong wording in terms of each legislation’s scope and subject matter, however they differ 
in the context of authority allocation rights within the implementation process. This notion also 
relates to the second factor, indicating the integrating characteristics of the Knill’s (2015) six 
factors.  
Second factor of institutional capabilities proved crucial for answering the first research 
question related to sovereignty in implementation as mentioned above. Particularly, the 
analysis of the legal aspects of institutional capabilities in the area of environmental protection 
and more narrowly in the case of EU ETS and ESD revealed a significant drift in authority in 
the process of implementation from member states to the EU for EU ETS and a complete 
sovereignty in the implementation and policy instrument choice of member states for the ESD. 
Moreover, the comparison of Slovenian national system and key legislation in the area of 
environmental protection and emission reduction to Croatia, displayed a greater ambition for 
emission reduction on the Slovenian side as well as its advantage of being part of the Trading 
Scheme since 2005, entailing greater convergence of the institutional requirements for the 
implementation of the revised Directive (2009/29/EC). However, the analysis also pointed to 
the similarity in the organization of national systems with regards to the mandate for 
environmental protection. Both member states have a centralized institutional capacity for 
governing environmental regulations. Both also rely on governmental agencies for the 
monitoring, reporting and data with relation to emissions. However, Slovenia has proved more 
ambitious in the area of emission reduction, since it started utilizing policy instruments for the 
reduction of the emissions in the late 1990s. Croatia on the other hand, has allocated the 
mandate for environmental protection to the Ministry of Culture for a period of eight years, 
indicating that environmental protection was not on the political priority agenda for the years 
2004-2012, despite those years being crucial for their accession to the EU (MZOE, 2020). Both 
member states legal environments were at the time of adoption of EU ETS and ESD sufficiently 
set for the implementation of EU environmental policy. Not only due to the fact that both had 
key legal acts in place for environmental protection before but also as both have set up 
additional capacitates for the implementation of EU ETS and ESD. This proves that both 
legislation were of utmost importance for the states at the time as well as that the legislation 
would entail the key mechanisms in each state for lowering emissions.  
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With that being said, the third factor of administrative capacities built on the discoveries of the 
previous factor with relation to national systems and institutional environment and further 
analysed the organizational structures, administrative capacities and technical resources. In 
terms of administrative capacities both member states rely on a clear organizational structure 
with an extensive set of bureaucratic actors and sufficient financing. Both member states run 
sufficient and efficient organization structures to ensure adherence not only to the EU ETS and 
ESD but also to the increasing international obligations as there were no deficiencies 
uncovered. With relation to administrative capacities, analysis of potential control deficits 
relied on an empirically weaker indications, namely identifying the share of GDP being 
allocated to environmental protection and specifically to which respective area. This revealed 
that Slovenia allocates a lesser share of its GDP to environmental protection, however 
redistributes more of these funds to the areas working towards emission reduction than Croatia. 
This is due to the factors identified as the preferences of involved actors and ruling parties. The 
ruling parties at the time to the adoption of both legislation and their stance on environmental 
protection analysed from each party’s official political program plays a significant role for the 
adoption of EU legislation (Knill, 2015). Slovenia had a more environmentally-friendly 
inclined government at the time of the adoption of the revised EU ETS and ESD. Croatia on 
the other hand, appears in the same party rule for the good part of the 21st century. This party 
has very modest and limited stance on environmental protection (HDZ, 2020). However, their 
low interest in environmental protection has not seemed to hinder the implementation of the 
EU legislation. Moreover, Croatian lack of environmental protection political priorities was 
also visible from the shift of the mandate of environmental protection to the Ministry for 
Culture in the years between 2004-2012 (MZOE, 2020). This section lacked in scope due to 
the unavailability of related national articles indicating positions of specific members of 
parliament at the time or even stakeholders affected by both legislation. Lastly, with relation 
to choice of policy instruments enacted for the implementations of ESD and attainment of its 
target, Slovenia revealed more ambitious, by brining not only financial incentives and policy 
measures at the national and regional at play but also by initiating a project with third-party 
partners, among which is also the EC, aimed at educating stakeholders regarding climate 
change (LIFE, 2020). Slovenia mainly allocated financial incentives for the R&D into the 
environmental protection, raising awareness and green entrepreneurship through the 
Operational Program for 2020 (OP-GHG, 2020). Moreover, its key strategic documents passed 
before 2017 were in the area of waste management, zero-energy building and energy 
renovation of buildings as well as related to transport, indicating the need to tackle emissions 
in those ESD sectors to a greater extent. Similarly, Croatia also focused on the sectors of 
building construction and transport. With addition of the agriculture sector within which it 
developed the rural development program to run form 2014-2020 (MZOE, 2020). However, 
Croatia’s initiatives reveal modest polices within the sectors under the ESD pointing towards 
a weaker implementation approach. 
All in all, to answer the question regarding factors influencing variation in implementation, 
both member states presented similar indications of implementation capacities. The variation 
of implementation between Slovenia and Croatia in terms of EU ETS third phase and ESD is 
predominantly visible within smaller variation within each of the six factors.   
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Implications of the study and ideas for future research 
 
The implications of the findings indicate that the similar country context indeed similarly 
implements harmonized EU environmental legislations. This thesis relied on multi-level 
governance (Rosamond, 2003) which provided for the foundational block of the inquiry as it 
helped uncover the legal aspects of implementation process of the environmental EU policy 
and delivered the analytical concept of sovereignty in the implementation process. With the 
foundation of MLG, thesis employed public policy analysis framework (Knill and Tosun, 
2011) for the inquiry into the implementation process within two member states. Specifically, 
the theoretical approach of public policy analysis provided for the six analytical factors 
determining implementation success (Knill, 2015). In terms of theoretical approach, further 
inquiry would be possible from the perspective economic theories studying the actual impact 
of EU ETS on the competitiveness of different sectors contributing to the member state’s GDP 
and the changes (if any) thereof.  Or on the other hand, studying the impact and revenue the 
ETS brings each member states. Empirically, the thesis focused on the similar country context 
of Slovenia and Croatia, interested to study whether there is variation in implementation of EU 
ETS and ESD. However, for a broader scope a comparison of the Northern and Southern 
member states would be useful. That would provide for a deeper understanding of the factors 
that actually influence implementation within significantly different national contexts. 
Moreover, in terms of methods, this thesis relied on a comparative study relying upon 
descriptive statistics and document analysis for the obtainment of empirical data. Despite the 
obvious advantages of a mixed-method approach, a valuable approach would entail 
interviewing the key actors within responsible ministries of the implementation process. This 
would not only provide a more in-depth understanding of the process but could also shed light 
on a different perspective of the study. Through interviews one could approach the study 
through an actor-centred perspective relying more on the interplay between actors in the 
implementation process than on the official documents and statistics. 
 

CONCLUSION 
 
To conclude, this thesis examined two research question, namely the first one 
“to what extent have member states ceded sovereignty in the area of environmental policy at 
the EU level in the case of EU ETS third phase and ESD?” and the second one “which factors 
account for variation in implementation of EU public policy between Slovenia and Croatia in 
the case of phase 3 of EU ETS?” 
 
 
These two research questions were examined utilising a comparative case study approach 
employing the methods of descriptive statistics and document analysis. This was done through 
a mixed-method manner, implying the integration components of both methods. Descriptive 
statistics catered for the foundation of the analysis and proved valuable for the analysis of 
various quantitative governmental and EU reports on the GHG emissions, which represented 
for empirical data. Moreover, building on the descriptive statistics endeavour, document 
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analysis supported the analyses of various governmental reports, EU documents, EU and 
national legislation in order to analyse the implementations process. The findings were 
analysed through the lens of multi-level governance theory by Rosamond (2003) in order to 
answer the first research question and through the lens of public policy analysis as theorized 
by Knill (2015) to answer the second research question. 
With relation to the first research question, this thesis found that in the case of revised EU ETS 
the sovereignty of implementation has been ceded to the EU, whereas in the case of ESD 
member states not only enjoy the sovereignty in the implementations of the Decision but also 
in the policy making necessary in order to reach the national targets of the Decision. Multi-
level governance in the thesis corresponds to the general perception there-of as the dispersion 
of authoritative decision-making across multiple territorial levels (Hooghe and Marks, 2001) 
which emphasizes fluidity between different level of authority (Rosamond, 2003). In the case 
of this thesis, multi-level governance was visible within the case of EU ETS and ESD in terms 
of the allocation of implementations and policy-making rights to either the EU or member 
states.  
Second research question was answered through a comparison of Slovenia and Croatia in terms 
of Knill’s (2015) six factors determining implementations success, entailing a match between 
policy objectives and outcomes. The findings observed similarity in terms of implementation 
within both member states. This similarity can be to some extent attributed to the shared 
organizational structures and capacities until 1991. Key divergence can be noticed within the 
preferences of the ruling political parties, which also influence the policy adoption and 
narrative in the area of environmental protection. Moreover, key variation also lies within the 
choice of allocating the governmental funds meant for the environmental protection to specific 
areas, in which Slovenia allocates significantly more (as a share of GDP) than Croatia to 
emission reduction capacities. Analysis revealed the interaction of institutional compatibility 
and administrative capacities emphasizes the link between the two factors also highlighting the 
third considerable variation in terms of Slovenia proving more ambitious in the area of 
emission reduction, due to the utilisation of emission reduction policy instruments since the 
late 1990s. 
 
Contribution to the academic field 
 
This paper contributes to the academic research by identifying the implementation variation of 
two similar context member states of the EU Emissions Trading Scheme third phase and Effort 
Sharing Decision. It has been demonstrated that variation between the implementation extent 
of the member states is noticeable within each of the factors, but most significantly with relation 
to the preferences of political actors responsible for the implementation at the national level 
and within the choice of fund allocation to specific are of environmental protection. Moreover, 
the country context in terms of comparing the member states with relation to the six factors of 
successful implementation proved to play a significant role. 
 
This thesis aimed to contribute to the academic field by providing for information regarding 
whether the EU ETS and ESD, as policy instruments, actually have an effect on the 



 58 

environment, which was done by analysing the implementation process. Moreover, paper could 
be useful to the governmental actors in learning about the factors influencing their 
implementation processes in their national political contexts. These factors should be taken into 
account in order to identify the most viable solutions and strategies to cope with the compliance 
of the EU ETS and ESD as well as other EU legislation in the area of environmental protection.  
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