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Hungary’s climate policy framework
Second National Climate
Change Strategy

On 30 October 2018, the Parliament adopted the Strategy for the period 2018-2030
with an outlook until 2050. The strategy ensures a comprehensive framework for
the national climate policy.

On the 8th January 2020, the Government accepted further important energy and climate related strategies

First Climate Change
Action Plan (2018-2020)

The
Plan
includes
mitigation,
adaptation,
awareness-raising
and
implementation measures until 2020, based on the Second National Climate
Change Strategy. The preparation of the second Climate Change Action Plan for
the period 2021-2023 is currently ongoing.

Report on the scientific
assessment of the possible
effects of climate change on
the Carpathian Basin

The aim of the report is providing detailed, scientifically verified information on
the effects of climate change on the Carpathian Basin in each sector (including
agriculture, water management, forestry, energy), and identifying key responses and
directions for further measures.

National Clean
Development Strategy

The Strategy aims to achieve climate neutrality by 2050. It was adopted by the
Government in May, 2021.
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Hungary’s climate policy framework II.

National Energy and Climate Plan
of
Hungary and the National Energy
Strategy 2030, with an outlook
until 2040

The main objectives are to strengthen energy independence and energy security
and to decarbonise energy production.

Climate and Nature Protection Action
Plan

The Government has published an action plan which contains 8 action points
corresponding to the main goal of Hungary's integrated energy and climate policy,
which is to meet our 2030 climate protection goals in order to preserve Hungary
and the Carpathian Basin for our children and grandchildren.
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2030 and 2050 energy and climate objectives

Energy and GHG intensity of Hungary
in GDP terms
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Major energy and climate objectives for Hungary

Energiaintenzitás

ÜHG-intenzitás

Improved intensity indicators in 2019:
• 4.6% increase of GDP
• 0.9% decrease of GHG emission
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The Hungarian emission reduction result was the 8th best in the
European Union in 2018
GHG EMISSIONS IN THE EU-28,
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The European Green Deal – increasing 2030 ambition

1990

2018

2030

2050

Reference

EU: -25%
HU: -33%
EU Target so far:
gross -40%
New EU target: net 55%
Hungarian target in
effect: gross -40%
Green Deal: climate
neutrality on EU level
Hungary: climate
neutrality on national
level
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Background
▪ On its 2020 December meeting the European Council decided that the
previous gross 40% emission reduction target compared to 1990 for 2030
should be increased to at least net 55%. Hungary also supported this objective.
▪ The compromise was further strengthened by the political agreement between
the Council and the European Parliament reached on 20 April 2021 on the socalled European Climate Law. It also laid down that with regards to sink
capacities that a maximum amount of 225 million tons of CO2 eq may be taken
into consideration at the Union level for the achievement of the above target.
▪ The 2020 December European Council conclusions provided some guidance
on the ways of achievement of the new target. However, detailed elements on
the achievement of the targets will be introduced at a later stage. The “Fit for
55” package, which includes proposals among others on the EU ETS, ESR,
LULUCF and CBAM is expected to be published in mid-July.
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Interpreting the increased 2030 target I.
▪ The new, at lease 55% emission reduction target is expected to result an approximate
net 50.7% emission reduction ambition for Hungary compared to 1990 (gross 48.9%)
▪ Reaching the new EU target, based on a business as usual (BAU) scenario (without
climate targets) is estimated to require circa 3000 billion HUF additional investment
between 2020 and 2030 (3144.4 billion HUF, or approximately 1% of GDP on a yearly
basis)
▪ The current Hungarian climate objectives require about an additional 1380 billion HUF
investment compared to the BAU scenario (0.42% of GDP on a yearly basis).
▪ Thus the increase compared to the current objectives results in an estimated 1764.4
billion HUF additional cost (0.58% GDP). However, the investments come with
benefits and are expected to be recovered already by 2030.
▪ 2.2% GDP increase is estimated by 2030 compared to current objectives together with
the creation of 13.100 workplaces.
▪ Climate-related EU funding for the next period is expected to exceed 5000 billion HUF,
thus also exceeding the estimated cost arising from the increased target.

Increased residential overhead costs in case of the introduction of a
uniform carbon price is applied for the building and the road transport
sector

▪ The yearly emission of an average Hungarian household (taking into
consideration an average home and vehicle) is approximately 4 tCO2eq.
▪ For demonstration purposes, applying different fictive quota prices, it would
result in the following costs:

Quota price
(EUR)

Additional yearly
cost (HUF)

Average additional
monthly costs (HUF)
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General Hungarian position on the 2030 package
▪ GDP/capita approach shall be maintained when determining ESR targets
(while keeping its original scope).
▪

In case certain MS propose during the revision of ESR targets that targets should be
aligned based on convergence and cost efficiency (which would result in raising the
targets for lower income Member States wih a higher rate compared to high income
Member States) – it would be uneccaptable for Hungary.

▪

We are open to extend the scope of ETS to maritime sector and to the revision of existing
rules on aviation, however the rest of the scope should remain untouched. In case further
extension of scope is inevitable, certain flexibility could be shown in terms of road
transport, but not the for building sector based on the existing criteria.

▪ No uniform carbon price for the residential sector is acceptable.

▪ The size of the Modernisation Fund should be increased (from 2% to 6%)
▪ National emission reductions should ensure that the raised EU reduction
target is reached, so all Member States must contribute, no free riding.
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Carbon leakage and carbon pricing in EU policy
▪ The Paris Agreement sets no obligation on its Parties to set a certain level of objectives. They
are determined voluntarily in the so-called Nationally Determined Contributions (NDC). It results
in great divergence in the ambition level of Parties.
▪ The EU is pioneer in international climate ambitions and negotiations, however, not properly
designed policy instruments may harm the competitiveness of EU industry on the global market.
▪ It could lead to the phenomenon of carbon leakage (which means the replacement of
production or investments outside the borders of the EU, while it could also lead to the overall
increase of global GHG emissions).
▪ EU should take carbon leakage into consideration when designing elements of the climate
policy.
▪ For Hungary, as an EU and EEA border state, preventing carbon leakage is also essential.
▪ So far, measures preventing carbon leakage have been incorporated under the EU ETS
through measures on free allocation (which is highly dependent on the list of installations under
risk of carbon leakage). However, free allocation is reducing over time, especially for sectors not
on the carbon leakage list.
▪ Member States also have the possibility to provide financial compensation based on ETS quota
costs in terms of foregone energy costs. Hungary currently does not apply this form of remedy.

Carbon Border Adjustment Mechanism (CBAM)
▪ Based on the December 2020 European Council conclusions, the European Commission – as
an element of the Fit for 55 package – is going to submit a proposal on the Carbon Border
Adjustment Mechanism. However, details of the Mechanism are yet unclear and there is no
official statement on its elements.
▪ The main objective of the CBAM would be to place a carbon price on imports of certain goods
from outside the EU, as a way to reduce the risk of “carbon leakage”, the system would be
operational from 2023 according to plans.
▪ Another important element of the CBAM is that it needs to be consistent with the rules of WTO.
▪ The COM’s preliminary opinion suggests that free allocation of sectors that would fall under the
CBAM may be gradually phased out, due to WTO rules, however, early opinions of certain
Member States and some fractions of the European Parliament believe it should be
maintained, as CBAM alone would not be sufficient to protect EU industry from carbon leakage.
▪ Some preliminary information suggests, that the CBAM may be introduced first for certain
sectors, such as cement, electricity, fertilizers, iron and steel, aluminum production.
▪ The system could be operated for instance through the issuance of CBAM units, determining a
proper price for them (e.g. in line with the ETS quote price), which would be purchased by
importers in order to offset the emissions.
▪ One of the main supporters of the CBAM in the EU is France.

Hungary’s position on CBAM
▪ Hungary is committed to prevent carbon leakage, however, without knowing
any exact details on its structure and lacking an in-depth impact assessment
on it, it is not possible yet to elaborate an in-depth position on the system.
▪ A WTO compatible, non-discriminative, operational set of rules may be
acceptable to prevent carbon leakage via the application of the CBAM.
▪ For instance, a proper method should be found for assessing emissions
generated in third countries for different products and services.

▪ Generating excessive reactions of third countries and “customs/trade war”
should be prevented as well when introducing any such system.

Summary: the most relevant open questions about the Fit for 55
package I.
▪ ETS (the current ETS sectors)
▪ Size of the new cap: linear reduction factor, one-off cap reduction? Around 65% target can be
expected on a 2005 basis
▪ Revision of the market stability reserve?
▪ Future of free allocation to installations if CBAM is introduced?
▪ Future of aviation in the ETS? Will its free allocation be phased out?
▪ ETS extension to maritime sector?

▪ The extension of the EU ETS (or other forms of carbon pricing) to buildings and road
transport sector:
▪ Will it be proposed by the Commission at all?
▪ A separate emission trading system (with separate prices)?
▪ Extension of the current ETS system?

▪ Carbon tax? EU-wide uniform price or different prices per Member State?

Summary: the most relevant open questions about the Fit for 55
package II.
▪ CBAM:
▪ Format: Emission trading? Quotas with fixed price? Tax / duty?
▪ Scope?
▪ How will it fit together with the EU ETS rules?
▪ How can WTO compatibility be ensured?

▪ ESR:
▪ Will it remain with the current scope?
▪ Will it overlap with other new policies?
▪ What will be the new Member State targets? GDP/person vs. cost efficiency, convergence (but not the
same convergence as the Hungarian proposal). On an EU level, around 39-40% target can be expected on a
2005 basis. If all targets were raised with the same amount, it would result in 10-11% higher targets for all
Member States.

▪ LULUCF: new targets? EU-wide 300 million tCO2e sink can materialize instead of 225 million
▪ Renewable energies: new targets? Around 38,5% on an EU level can be expected
▪ Energy efficiency: new targets? Around 36% on an EU level can be expected

Thank you
for your attention.

