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VEZETŐI ÖSSZEFOGLALÓ 

Az Európai Bizottság 2021 nyarán, az ún. ‘Fit for 55’ javaslatcsomag keretében egy olyan uniós 

szintű szabályozásra nyújtott be tervezetet, amely az épületekből és a közlekedési ágazatból 

származó üvegházhatású gázok kibocsátásának csökkentését célozza, a már működő európai 

emissziókereskedelmi rendszertől (EU ETS) független, új kereskedési rendszer (ETS2) beveze-

tésével. A szabályozás azonban aggodalmat váltott ki a tagállamok körében, akik attól tartanak, 

hogy a napi kiadások érezhető növekedése nagy terhet ró a lakosság szegényebb rétegeire, és 

társadalmi elégedetlenséghez vezethet. A jelen tanulmány célja egy olyan szabályozási változat 

bemutatása, ami az eredeti javaslathoz hasonlóan képes a megcélzott kibocsátáscsökkentés el-

érésére, hozzájárul az energiafogyasztókra háruló terhek igazságos megosztásához, miközben 

növeli a javaslat vonzerejét a tagállamok politikai döntéshozói számára. 

A Bizottság ETS2-javaslata 2026-tól az épületek és a közlekedési szektor szén-dioxid kibocsá-

tására fokozatosan csökkenő felső plafont állapítana meg, amely egy lineáris tényezővel évente 

csökkentve biztosítaná, hogy az emisszió 2050-ig nullára csökkenjen. A javaslat alapján a végső 

energiafelhasználásra értékesítő energiaszolgáltatóknak és kereskedőknek árverésen kell be-

szerezniük az általuk forgalmazott fosszilis energiából származó emissziónak megfelelő kibo-

csátási egységeket. A kibocsátási egységek költsége pedig – a piaci keresleti és kínálati viszo-

nyok függvényében - megemeli a fogyasztói energiaárakat is, ami ösztönzőleg hat az energia-

fogyasztás csökkentésére. A kereskedelmi rendszer könnyebb bevezetése érdekében induláskor 

egy megemelt mennyiségű (a kezdeti felső plafon (sapka) 130%-ának megfelelő) kibocsátási 

egység kerülne a piacra, valamint a már működő emissziókereskedelmi rendszerhez hasonlóan 

egy piacstabilitási tartalék is gondoskodna arról, hogy ne történjenek jelentős kilengések a ki-

bocsátási egységek árában. Az árverésből származó bevételeket a tagállamok (72,5%) és egy 

uniós szintű Szociális Éghajlatvédelmi Alap (25%) között osztanák meg, valamint az uniós 

szintű Innovációs Alap (2,5%) is részesülne belőle. A Bizottság javaslata szerint a Szociális Ég-

hajlatvédelmi Alap (SCF) forrásait - azonos összegű nemzeti forrásokkal kiegészítve - az ala-

csony jövedelmű háztartások direkt kompenzációjára és célzott beruházások révén hosszabb 

távú CO2-kibocsátásuk csökkentésére lehetne elkölteni.  

A negatív jóléti hatások kompenzációja érdekében hozott óvintézkedések ellenére fennáll a ve-

szélye annak, hogy az ETS2 rendszert politikai szempontból túl költségesnek érzékelik a dön-

téshozók, és nem lesz meg a kellő támogatás a bevezetéséhez, különösen a jelenlegi magas piaci 

áras környezetben.  
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Az alacsony jövedelmű háztartások saját erőből nem képesek energiahatékonysági és szén-di-

oxid-csökkentő beruházásokat finanszírozni. Az SCF-ből felajánlott közvetlen kifizetés ele-

gendő lehet a CO2-kibocsátásból származó többletköltségük kompenzálására, de arra nem, 

hogy lakásaikat energetikailag korszerűsítsék. Így azok a háztartások, akik a kompenzációs ki-

fizetéseket a számláik kifizetésére költik, a magas szén-dioxid-kibocsátás csapdájába kerülhet-

nek, vagyis a támogatás nem javít a helyzetükön, hanem tovább rontja azt. 

Javaslatunk két alapelvre épül: 

(i) Az EU üvegházhatásúgáz-kibocsátási céljait teljesíteni kell - az Európai Unió eltökélt szán-

déka, hogy 2050-ig megvalósítja a nettó nulla kibocsátást, amihez az épület- és közlekedési 

ágazatnak is hozzá kell járulnia. Az éghajlatváltozás kezdeti jeleit már az EU minden polgára 

érzékeli, ami elősegíti az EU céljaival való azonosulást.  

(ii) A rendszernek ösztönöznie kell a háztartások energiafelhasználásának mélyreható és tartós 

dekarbonizációját. Ehhez szükség van arra, hogy a kibocsátás költségét mindenki érzékelje, és 

figyelembe vegye az energiafelhasználással kapcsolatos döntéseinél. A szén-dioxid-ár szüksé-

ges, de nem elegendő: ki kell használni a piaci erőket, és meg kell határozni azokat a szereplő-

ket, akik képesek és érdekeltek a háztartások emissziójának csökkentésében. A rendszer szoci-

ális alapú kompenzációval való kiegészítése elkerülhetetlen, de annak a háztartási energiafel-

használás teljes és tartós dekarbonizációját célzó fő terv részét kell képeznie. 

Ezek alapján a Bizottság ETS2 rendszer bevezetésére irányuló terve üdvözlendő. A bevezetés 

megkönnyítése érdekében azonban változtatásokat javaslunk. A legfontosabb elem, hogy a ki-

bocsátási egységek árverését a közlekedési ágazatra, valamint az épület szektor nem háztartási 

szegmensére korlátozzuk, míg a háztartási épületek ingyenes kibocsátásban részesülnek. A kri-

tikus pont az, hogy meg kell határozni azokat a szereplőket, akiket az ingyenes kiosztás mellett 

is arra lehet ösztönözni, hogy a háztartási épületállomány kibocsátásának csökkentését célzó 

beruházásokat hajtsanak végre, és a fel nem használt kibocsátási egységek eladásából profitot 

termeljenek.  

Sok esetben ez nem ugyanaz a szervezet, amely energiatermékeket vagy szolgáltatásokat ad el 

a háztartásoknak: pl. a szén- vagy fűtőolaj-kiskereskedők tevékenysége nem terjed ki energeti-

kai beruházások megszervezésére vagy kivitelezésére (ami ráadásul saját piacaik csökkentését 

is eredményezné). Ezért azt javasoljuk, hogy számukra akkor történjen az ingyenes kibocsátási 

egységek átadása, amikor a megelőző naptári évben értékesített fosszilis energiatermékekből 

származó emisszióra vonatkozó hitelesített adatokat lejelentették az illetékes hatóságnak. Ez 
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alapján a háztartásoknak történő igazolt fosszilis energiaértékesítésük mértékéig részesülhet-

nek ingyenes kibocsátási egységekben.  

A háztartásokban elvégzendő energetikai beruházások elvégzéséről független energiahaté-

konysági szolgáltatók (ESCO-k) gondoskodnának egy un. Super-ESCO rendszer keretében, 

ami az energia- és szén-dioxid-megtakarításból származó haszon megosztásán alapul. A Super-

ESCO, amely a független ESCO-k ernyőszervezete, a megtakarított ingyenes kibocsátási egysé-

gekből származó bevételt az ESCO-beruházások beindítására használja fel.  

Más szegmensekben maguk az energiaszolgáltatók is képesek és érdekeltek lehetnek a háztar-

tási fogyasztóik épületeinek mélyfelújításában és dekarbonizálásában. A távhőszolgáltatóknak 

például kulcs szerepe van a többlakásos társasházak hőelosztó rendszereinek műszaki korsze-

rűsítésében és a hőtermelés megújuló energiára történő átállításában. A földgázszolgáltatók 

sok esetben olyan energetikai vállalatok részeként működnek, amelyek stratégiai céljaikat az 

energiaátmenet kihívásaihoz igazítják, és üzleti portfólióikat úgy alakítják át, hogy az energia-

fogyasztók egyre szélesebb körű igényeit is ki tudják elégíteni. Egyfajta komplex energiaszol-

gáltató vállalatként általában megújuló létesítmények telepítésével és energiahatékonysági 

szolgáltatásokkal is kibővült a tevékenységük. Ezek a vállalatok szintén érdekeltek lehetnek ab-

ban, hogy emisszió-csökkentést eredményező beruházásokat valósítsanak meg a háztartások-

nál (több ország esetében Energiaszolgáltatói Kötelezettségi Rendszer keretében is végeznek 

már hasonló feladatokat).  

A háztartások szén-dioxid kibocsátásának tartósan csökkenő pályára állítása mindenesetre 

nem valósítható meg profitorientált magánszereplők tevékenysége nélkül. Ezen szereplők ko-

ordinálása, felügyelete és szabályozása érdekében pedig javasoljuk egy szuper-ESCO felállítá-

sát, amelynek egyik feladata a háztartási épületszektor számára ingyenesen kiosztott kibocsá-

tási egységekkel való gazdálkodás lenne. A kijelölt ESCO-k által elért kibocsátás-megtakarítás 

következtében a Super-ESCO-nál fel nem használt ingyen egységek maradnának, melyeket ér-

tékesíteni tud, és az így keletkező hasznot szabályozott módon megosztja az ESCO-kkal és a 

háztartásokkal, valamint további beruházástámogatásra fordítja vagy a Nemzeti Karbon 

Alapba helyezi. 

A javasolt koncepció felépítését a következő ábra mutatja. 
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A SZABÁLYOZÁSI JAVASLAT KONCEPCIÓJA  

 

 

A javasolt ETS2 változatot kiegészítenék azok a már érvényben lévő és tervezett intézkedések, 

amelyek EU-s vagy nemzeti szinten elősegítik az épület és közlekedési szektorok dekarbonizá-

cióját.  

Az épület szektort irányító jogszabályok, többek között az új és mélyfelújításon áteső épületekre 

vonatkozó szabványok, valamint az energiahatékonyság javítását és a fűtési technológiák zöl-

dítését célzó intézkedések, jelentős, több mint 29%-os kibocsátás-megtakarítást eredményez-

tek az építőiparban 1990 és 2020 között. Az emissziócsökkentés okait vizsgáló elemzések azon-

ban kimutatták, hogy ez időszakban az egy főre jutó lakás alapterület is jelentősen megnőtt, 

ami viszont az energiafelhasználás és a karbonkibocsátás emelkedését eredményezte, és csak-

nem teljesen ellensúlyozta az energiahatékonysági intézkedésekből származó szén-dioxid meg-

takarítást.1  A 2030-ra kitűzött 55%-os ÜHG-kibocsátás-csökkentési cél eléréséhez az épületek 

 

 

 

1 Saheb, Y (2021)   SUFFICIENCY and CIRCULARITY, The two overlooked decarbonisation strategies in the ‘Fit 
For 55 Package’, EEB report, 2021 September, https://eeb.org/wp-content/uploads/2021/10/Decarbonisa-
tion-EU-Building-Stock_EEB-report-2021.pdf, accessed: 2022/10/12 

 

https://eeb.org/wp-content/uploads/2021/10/Decarbonisation-EU-Building-Stock_EEB-report-2021.pdf
https://eeb.org/wp-content/uploads/2021/10/Decarbonisation-EU-Building-Stock_EEB-report-2021.pdf
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kibocsátását 2030-ig 60%-kal kellene csökkenteni. Ehhez meg kellene duplázni az EU-ra jel-

lemző évi 1%-os súlyozott átlagos felújítási arányt. Az EU ezt a mélyfelújítások ösztönzésével 

szeretné elérni, ami az épület-felújítások mindössze 0,2%-a esetében történik meg.2  

Az épületszektort érintő jelenlegi és a javasolt EU-s jogszabályrendszer egymást kiegészítő jog-

szabályokból áll össze. Az épületek energiahatékonyságáról szóló irányelv (2010/31/EU) felül-

vizsgálatára irányuló javaslat előkészítését segítő hatásvizsgálati tanulmány szerint az épület-

szektorra vonatozó klíma célok elérése drágább és bizonytalanabb lenne az ETS2 által biztosí-

tott árjelzés nélkül.3 Az épületek felújításának legjelentősebb akadályai közé tartozik többek 

között a finanszírozáshoz való hozzáférés hiánya, a hosszú megtérülési idő és a lakáspiaci ár-

jelzések hiánya (különösen egyes vidéki területeken, ahol a házak értéke általában nagyon ala-

csony a felújításhoz szükséges beruházásokhoz képest). A becslések szerint a beruházási hiány 

évente 275 milliárd EUR -t tesz ki. 4    

Ezért az épületekből származó kibocsátások hatékony csökkentéséhez olyan szakpolitikák 

kombinációjára van szükség, amelyek az épületek energiafelhasználásának csökkentését ered-

ményezik, abszolút energia-kereslet csökkentés (elégséges energiafelhasználás), energiahaté-

konysági beruházások, valamint a tiszta és intelligens technológiák alkalmazása révén. Az elég-

séges energiafelhasználást célzó intézkedések az olyan viselkedési változásokat ösztönzik, me-

lyek révén elkerülhető a túlzott energiafelhasználás (pl. alacsonyabb beltéri hőmérséklet beál-

lítása, az egy főre jutó lakás alapterület csökkentése lakás-megosztás révén, a városi terjeszke-

dés visszafordítása a városi területek jobb kihasználása és az élhetőség, tisztább levegőjű, zöl-

debb lakókörnyezet, és a szolgáltatások elérhetőségére összpontosítva).  

A hosszú távú felújítási stratégiákban felvázolt fejlődési irányok és az épületenergetikai szab-

ványok kulcsfontosságú eszközök, az energiahatékonysági irányelvben meghatározott energia-

megtakarítási és a megújuló energia direktívában az épületekre meghatározott célokkal együtt. 

 

 

 

2 Communication on the Renovation Wave, COM (2020) 662 final, https://eur-lex.europa.eu/re-
source.html?uri=cellar:0638aa1d-0f02-11eb-bc07-01aa75ed71a1.0003.02/DOC_2&format=PDF, accessed: 
30/11/2022 

3  Impact assessment for the Energy Performance of Buildings Directive, SWD (2021) 453 final, https://eur-
lex.europa.eu/legal-content/NL/TXT/?uri=CELEX:52021SC0453, accessed: 2022/11/15 

4 Stepping up Europe’s 2030 climate ambition, SWD (2020) 176 final, https://ec.europa.eu/transparency/docu-
ments-register/detail?ref=SWD(2020)176&lang=en accessed: 2022/11/15 
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A hőszivattyúkra való átállást támogató tagállami programok és a fosszilis alapú fűtési rend-

szerek telepítésének betiltása (pl. a gázfűtés betiltása az Egyesült Királyságban, Németország-

ban és Ausztriában) felgyorsíthatja a tiszta energiákra való átállást. 

Az energiahatékonyság növelését alapvetőnek tekintik az energiaszegénység csökkentésére irá-

nyuló stratégiákban, azonban a finanszírozáshoz való hozzáférés problémás lehet a kiszolgál-

tatott háztartások számára, annak ellenére, hogy lakásaikban viszonylag jelentős energiahaté-

konysági potenciál rejlik (kivéve, ha az épületeket egyáltalán nem érdemes felújítani). Az ener-

giaszegény háztartások azonosítása és a lakásuk felújítására vonatkozó stratégia kidolgozása a 

tagállamok feladata. A javasolt szakpolitikai alternatíva alkalmazása esetén a kibocsátási egy-

ségek árveréséből származó bevételek hozzájárulnának a felújítások finanszírozásához, rész-

ben a javasolt ETS2 rendszerhez kapcsolódó Szociális Éghajlatvédelmi Alapból. 

A közlekedési ágazatban a mobilitás iránti növekvő kereslet miatt a kibocsátás csökkenté-

sére irányuló szabályozási erőfeszítések még nem hoztak kézzelfogható eredményeket. A köz-

lekedési ágazat kibocsátáskereskedelmi rendszerbe való bevonása jelentős mérföldkő e tekin-

tetben, mert a klímacélok elérése érdekében elkerülhetetlen a közlekedési kibocsátások növe-

kedésének visszafordítása. Javaslatunk szerint a közlekedési üzemanyagok kiskereskedői kö-

telesek lennének megvásárolni a kibocsátási egységeket, szemben az épületekben használt tü-

zelőket értékesítő kiskereskedőkkel, vagyis a lakossági közlekedés nem mentesülne az okozott 

kibocsátás költségének (vagy legalább egy részének) viselése alól. 

Ennek több oka is van, többek között a közlekedési igény elkerülésének lehetőségei (pl. online 

ügyintézés, távmunka), az egyéni autóhasználat alternatíváinak széles skálája (közösségi köz-

lekedés, aktív közlekedési módok), a járműállomány gyorsabb cserélődése (az épületállomány-

hoz képest), ami gyorsabb átállást tesz lehetővé az alacsony kibocsátású járművekre. Ezen kívül 

a háztartásoknak kevésbé van szükségük személygépkocsi és más motorizált járművek birtok-

lására (kivéve néhány esetben, pl. a vidéki területeken, ahol nem állnak rendelkezésre megfe-

lelő gyakorisággal közlekedő tömegközlekedési járatok). 

Ezért a közlekedési ágazatban az épületekhez képest a háztartások könnyebben és kevésbé költ-

ségesen tudják elkerülni a kibocsátásokat és a kapcsolódó költségeket. Fontos azonban, hogy 

megfelelő feltételeket kell biztosítani ahhoz, hogy az utasok tisztább közlekedési alternatívákat 

válasszanak. Ehhez a megfelelő infrastruktúra fejlesztésére van szükség (pl. biztonságos kerék-

pársávok, kerékpárparkolók, összekapcsolt kerékpárutak, vasútvonalak javítása, P+R parko-

lók, jól felszerelt vasúti és buszpályaudvarok, töltőinfrastruktúra stb.). Az utasok átcsábítása és 
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megtartása érdekében erőforrásokat kell fordítani a közösségi közlekedés megfelelő szolgálta-

tási színvonalának biztosítására (gyakoriság, elérhetőség, valós idejű információszolgáltatás, 

menetrendek összehangolása, késések elkerülése, átjárható jegyrendszerek stb.). Ezen kívül 

megfelelő kapcsolódást kell biztosítani az utolsó kilométerek megtételét segítő szolgáltatások-

kal (telekocsi-, autó- és kerékpármegosztás). A keresleti oldal befolyásolásán túlmenően fontos 

a tiszta technológiákra való átállás ösztönzése is, amiben nagy szerep lesz a járművek kibocsá-

tási normáira vonatkozó szigorú szabályozás. A közintézményektől elvárható, hogy jó példával 

járjanak elől, és járműbeszerzéseik során a tiszta technológiákat részesítsék előnyben. A fo-

gyasztói magatartást hatékonyan képesek befolyásolni a tisztább közlekedést népszerűsítő tá-

jékoztató kampányok is. 

A felsorolt intézkedések jelentősen hozzájárulhatnak mind az épület mind a közlekedési szek-

tor emisszióinak csökkentéséhez és a háztartások pénzügyi terhei enyhítéséhez. Az EU klí-

macéljának megvalósítása érdekében azonban szükség van a javasolt ETS2 rendszerre, mint 

háttérszabályozásra, amely a kiegészítő intézkedések hatékonyságának fokozásával és a csök-

kenő emissziós sapka révén garantálja a kibocsátáscsökkentést. Az nem lakossági épületeket 

és a közlekedési szektort ellátó szolgáltatók aukciós vásárlásaiból származó bevétel pedig to-

vábbi kibocsátáscsökkentést elősegítő beruházások finanszírozásához járul hozzá. 
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EXECUTIVE SUMMARY 

As part of the European Green Deal Fit for 55 package, the European Commission has pro-

posed a dedicated emissions trading scheme (ETS2) targeting greenhouse gas emissions from 

the buildings and transportation sectors.5 The goal of this study is to evaluate regulatory op-

tions within this framework and recommend the best path forward to achieve targeted emis-

sion reductions while contributing to fair burden sharing for energy consumers that makes 

implementation attractive for policy makers. 

The ETS2 proposal on the negotiating table would set a declining cap of tradable CO2 emission 

allowances for the buildings and transportation sectors from 2026 that is safeguarded by sev-

eral protective measures to ensure a soft start – including setting the initial cap higher than 

expected emissions, frontloading allowances up to 130% of the 2026 cap, and the Market Sta-

bility Reserve of 600 million allowances. The cap will decline annually by a fixed linear rate to 

achieve near zero EU GHG emissions by 2050. All of the allowances will be auctioned off to 

entities that sell energy products and services responsible for end-user building and transpor-

tation CO2 emissions. The lion’s share of auctioning revenues goes to member states (72.5%), 

with a quarter to the newly established EU Social Climate Fund (SCF), and a small amount to 

the EU Innovation Fund (2.5%). 

Despite all these safeguarding measures, the risk of adverse social welfare effects is very real 

and politically sensitive. Even high-income member states will likely require social compensa-

tion for their low-income households. Member states would be asked to top up the SCF with 

an additional 25% from their national auctioning revenues that is allocated for the decarboni-

zation of low-income households. 

For low-income households, energy efficiency and decarbonization investments are prohibi-

tively costly and out of reach. The compensatory SCF payments would be enough to offset CO2 

costs but would not be enough to finance the building renovations. By spending the compen-

satory payments on bills, they can be stuck in a high-carbon trap exacerbated by the social 

monetary instrument rather than being helped by it.  

 

 

 

5 COM(2021) 551 final, https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52021PC0551, ac-
cessed: 05/11/2022 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52021PC0551


 

 

 

13 

 

 

Our proposal is rooted in two basic principles: 

(i) First, EU quantitative GHG emission targets must be achieved. The European Un-

ion is determined to reach net zero emissions by 2050 which means the buildings 

and transportation sectors cannot be exempted. The signs of climate change are all 

around and voters are increasingly aware that this kind of change is necessary. 

(ii) Second, the scheme must stimulate deep and permanent decarbonization of house-

hold energy use, and to do so a price on carbon is necessary but not sufficient: mar-

ket forces must be unleashed and actors capable and interested in household de-

carbonization identified. A socially just compensatory supplement to the scheme is 

inevitable but must be part of the principal goal to fully and permanently decarbon-

ize household energy. 

Based on these considerations, the introduction of ETS2 is welcome but should be revised. The 

key factor is limiting allowance auctioning to the sectors of transportation and commercial and 

public buildings while distributing allowances to the household building segment for free. Free 

allocations should incentivize market players to investment into the household building stock 

to reduce emissions and profit from selling the unused allowances.  

In many cases, this is not the entity selling energy products or services for the households: 

retailers of coal or heating oil run a limited business and would not make investment to reduce 

their own markets. Therefore, we propose free ex post allowances for them only to the extent 

of their verified sales of fossil energy to households in the previous calendar year. These house-

holds would be targeted by independent ESCOs for decarbonization investments. The ESCO 

would offer the household an energy and carbon saving investment along with benefit sharing. 

The Super-ESCO will have to use the income from saved emission allowances to trigger ESCO 

investments. 

In other segments, the energy suppliers themselves may be capable and interested in deep ren-

ovation and decarbonization of their household consumers. For example, district heat suppli-

ers would be made responsible for the technical upgrade of heat distribution systems in multi-

apartment condominiums including the integration of renewable energy sources for heat pro-

duction. Natural gas suppliers are not so directly engaged with their household consumers in 

technical terms but may be equally interested in pursuing a new and rapidly expanding busi-

ness such as counselling and contracting households for decarbonization investments and 

profiting from unused emission allowances. For many of them already looking for new busi-

ness opportunities in PV installation or electricity trading, this might be an escape route from 
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the declining business of supplying natural gas. Free allowance allocation would add a signifi-

cant impetus to this. 

Either way, the unprecedented scale of deep and permanent household decarbonization re-

quires the help of profit motivated private actors. In order to coordinate, supervise and regu-

late these actors, we recommend establishing a Super-ESCO that would be trusted with the 

task of managing free allowance allocated to household buildings. Any saving on emissions 

achieved by the assigned ESCOs would result in unused emission allowances at the Super-

ESCO, which must allocate less for the entities regulated by the ETS2. The Super-ESCO would 

be entitled to sell the unused allowances and share some of the profits with the ESCOs and 

households and deposit the remaining into the National Carbon Fund. 

The following graph is a structural representation of our proposal. 

1. FIGURE: THE POLICY PROPOSAL CONCEPT MAP  

 

 

The regulation would be complemented by a set of supplementary measures.  

For the building sector, EU legislation, including higher standards set for new buildings, 

energy efficiency, and heating technology have already resulted in substantial emissions sav-

ings by 2020 compared to 1990 (29%). However, energy efficiency gains in the building sector 
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were almost entirely offset by rising per capita floor area.6 To achieve the 2030 target of 55% 

overall GHG emissions reductions, the buildings sector must cut 60% of its emissions, which 

equates to a doubling of the 1% annual weighted average of EU building renovation, and espe-

cially deep renovations which are carried out in case of only 0.2% of buildings7. This means 

that energy efficiency activities need to speed up significantly, together with the decarbonisa-

tion of electricity and heating supply.  

The current and proposed EU regulations for the building sector comprise a set of complimen-

tary legislation. Achieving the sectoral targets would be more expensive and less certain with-

out the ETS price signal according to an impact assessment study for the recast of the Energy 

Performance of Buildings Directive proposal.8 The most significant barriers to building reno-

vation are the lack of access to finance, long payback periods, and missing price signals in the 

housing market, especially in some less developed rural areas where the value of houses tend 

to be very low relative to investment costs. The annual investment gap is estimated to be EUR 

275 billion.9   

Therefore, the effective reduction of emissions from buildings requires a mix of policies for 

absolute demand reduction (sufficiency), renovations to improve the energy performance of 

buildings (efficiency), and clean and smart technologies. Sufficiency measures promote behav-

ioural change through setting lower indoor temperatures, reducing per capita floor area 

through co-living, mitigating urban sprawl by reversing the expansion of cities, and making 

better use of existing building areas focusing on liveability, walkability and proximity of ser-

vices.  

Long-term renovation strategy pathways rely on the energy performance standards, energy 

savings targets (Energy Efficiency Directive) and the targets for renewable use in buildings 

(Renewable Energy Directive). Programmes that support switching to heat pumps or banning 

 

 

 

6 Saheb, Y. (2021) SUFFICIENCY and CIRCULARITY The two overlooked decarbonisation strategies in the ‘Fit For 
55’ Package, EEB Report, September 2021, https://eeb.org/wp-content/uploads/2021/10/Decarbonisation-
EU-Building-Stock_EEB-report-2021.pdf, accessed: 2022/11/15 

7 Commission Recommendation on Building Renovation (EU) 2019/786 in Communication on Renovation Wave 
for Europe, COM/2020/662 final, https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A52020DC0662 accessed: 2022/11/15 

8  Impact assessment for the Energy Performance of Buildings Directive, SWD (2021) 453 final, https://eur-lex.eu-
ropa.eu/legal-content/NL/TXT/?uri=CELEX:52021SC0453, accessed: 2022/11/15 

9 Stepping up Europe’s 2030 climate ambition, SWD (2020) 176 final, https://ec.europa.eu/transparency/docu-
ments-register/detail?ref=SWD(2020)176&lang=en accessed: 2022/11/15 
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the installation of fossil-based heating systems (e. g. banning gas heating in UK, Germany, 

Austria) will also accelerate the transition to clean energy use.  

Energy efficiency has a critical role to play for reducing energy poverty, but the access to fi-

nancing continues to be problematic for vulnerable households despite the relatively large po-

tential for improvement in their dwellings (unless the buildings are not worth to be renovated). 

Member states are responsible for identifying the energy poor and outlining a strategy for the 

renovation of their dwellings. In case of applying the proposed policy alternative, proceedings 

from allowance auctions would contribute to financing renovations, partly from the Social Cli-

mate Fund linked to the proposed ETS2 scheme.  

In the transport sector, increasing demand for mobility has offset and outdone policy efforts 

to reduce emissions. The inclusion of the transport sector in the ETS2 is a major milestone, as 

it is inevitable to set a gradually decreasing limit on transport emissions to ensure that the 

reduction goals are met. According to our proposal, the obliged transport fuels retailers would 

have to buy allowances, as opposed to those selling fossil fuels used in buildings, and thus res-

idential transport activities would not be exempted from bearing a portion of the costs of emis-

sions they cause.  

There are several reasons for this, including the high potential in avoiding transport demand 

(e.g. through on-line administration, teleworking),  the wide array of alternative choices to in-

dividual car use (public transportation and active modes), the faster turnover of the vehicle 

stock (shorter lifespan compared to residential buildings allowing quicker transition to low 

emission vehicles), and the lower need for car ownership (except in some cases e.g. in rural 

areas where there is no access to frequent public transportation lines). Therefore, it is easier 

and less costly to avoid emissions and the associated costs for end-consumers in this sector. 

However, it is essential to create the right conditions for travellers to choose cleaner transpor-

tation alternatives. This requires investments in the right infrastructure (e.g. secure bike lanes, 

bike parking facilities, connected cycle paths, improving railway lines, P+R parking, well-

equipped rail and bus stations, charging infrastructure, etc.) and improving public transporta-

tion services (frequency, accessibility, real-time information provision, coordination of time-

tables, avoidance of delays, interoperable ticketing systems, cleanliness etc.) to attract and re-

tain passengers. The use of public transport can also be promoted by ensuring proper linkages 

with services that can provide solutions for last-mile transport (car-pooling, car- and bike-

sharing). In addition to influencing the demand side, the uptake of clean technologies in the 

vehicle fleet is also important. Strict regulation on emission standards of vehicles will acceler-

ate the switch to zero-emission vehicles. Also, public institutions should be expected to support 
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clean technologies in their vehicle purchases to set a good example. Furthermore, information 

campaigns can be very effective in changing consumer behaviour.  

These kinds of complementary measures, whether already in place or planned, can substan-

tially contribute to emission reductions and alleviate the financial burden on households. But, 

in order to make sure the EU emission targets are realized, the proposed ETS2 scheme is 

needed as a backstop regulation, which can eventually accelerate emission reductions by en-

hancing the interoperability of the complementary measures as well. Funds from the auction-

ing of allowances will contribute further to financing these investments to facilitate further 

emission reductions in the building and transport sector. 
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1 INTRODUCTION, AIM OF THE POLICY PROPOSAL 

The EU surpassed its 2020 greenhouse gas (GHG) emissions reduction goal by 11%, but the 

ambitious 55% and net zero targets by 2030 and 2050 set in the Climate Law10 will be far more 

challenging. The residential sector, responsible for 20% of EU emissions,11 requires special at-

tention from policymakers to address the underlying challenges of affordability for low-income 

households and overall consumer behaviour.   

The fundamental EU policy tools for reducing emissions are the EU Emission Trading System 

(ETS) covering large emitters and the Effort Sharing Regulation (ESR) targeting emissions not 

covered by the ETS. The buildings and transport sectors are included in the latter regulation 

and, in addition, the 'Fit for 55' legislation package proposed to also bring them within the 

scope of the EU ETS, initially in the form of a separate scheme based on specific rules (ETS2)12. 

While the EU ETS is a market-based mechanism that aims to cap emissions and gradually re-

duce them through the application of a linear reduction factor (LRF) to ensure emission re-

ductions, the ESR assigns continuously decreasing country-specific targets to Member States 

and maintains flexibility as to which sectors are subject to emission reductions. It is therefore 

possible that in some countries the buildings or transport will emit increasing amounts of 

GHG. 

In 2020, the buildings sector13 was responsible for about 13% of the direct GHG emissions in 

the EU, with 9% from households, while the transport sector represented 22%, with about 50% 

from households. The emissions trends are shown in Hiba! A hivatkozási forrás nem 

található..14 While emissions from residential buildings have been reduced by almost 20% 

 

 

 

10 European Climate Law, Regulation (EU) 2021/1119, https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/PDF/?uri=CELEX:32021R1119, accessed 2022/10/11 

11 Based on Emission Accounts, compared to emissions of All NACE2 activities plus households’ data [env_ac_ai-
nah_r2], accessed: 2022/10/11 

12 Proposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL amending Directive 
2003/87/EC, https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0551, accessed: 
2022/10/11 

13 Sources: Eurostat, Greenhouse gas emissions by source sector [env_air_gge] and Air emissions accounts by 
NACE Rev. 2 activity [env_ac_ainah_r2], accessed: 2022/10/11 

14 It is important to make two notes related to the data: 1) in case of the residential buildings, the GHG data do not 
include the emissions related to the electricity and district heating used in households, the majority of which 
are covered by the ETS. In case of the transport emissions of households, the emission accounts data covers 
emissions from energy used to operate personal vehicles, but does not include the emissions from public 
transportation, thus does not embrace all emissions from passenger transport activities. 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1119
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1119
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0551
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between 2008 and 2019, transport emissions have been on the rise until dropping in 2020, a 

temporary phenomenon owing to COVID-19 pandemic restrictions. The current energy crisis 

and high petrol prices should also keep a lid on private vehicle trips, but emissions will likely 

rebound again until effective measures can permanently curb demand. 

FIGURE 2: EVOLUTION OF GHG EMISSIONS IN EU TRANSPORT AND BUILDINGS 

SECTORS  

 

Source of data: Eurostat GHG Emission Inventory and GHG Emission Accounts15 

 

Thus, EU climate policy must revisit the policy toolbox and accumulate political support if it is 

to succeed in tackling buildings and transport emissions. This study is intended to provide a 

structured discussion of policy options without questioning the EU climate targets. Stricter en-

ergy efficiency requirements for new builds and major renovation projects prescribed by the 

Energy Performance of Buildings Directive (EPBD)16 have resulted in emission reductions, but 

 

 

 

15 Eurostat, Greenhouse gas emissions by source sector [env_air_gge] and Air emissions accounts by NACE Rev. 2 
activity [env_ac_ainah_r2], retrieved: 2022/10/11  

16 2010/31/EU, Consolidated text: https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A02010L0031-20210101, accessed: 2022/10/28 
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this has been offset to a large degree by the growth in average floor space in dwellings.17 Simi-

larly in the transport sector, in spite of tightening vehicle emission standards, emissions in 

2019 were almost the same as in 2005, mostly because of growing private car use.   

The policy solution for the buildings and transport sectors must be comprehensive and take 

into consideration acute sensitivities for equitable burden sharing in order to be acceptable for 

national governments. This study therefore addresses the political feasibility of a targeted cli-

mate policy by the following criteria: social fairness and sensitivity, effectiveness, complexity, 

public comprehension and acceptance, financing, and fiscal redistribution. Furthermore, it 

analyses how the policy would interact with complementary national policy tools already es-

tablished in member states.  

The study is structured as the following. The second chapter reviews the ‘Fit for 55’ ETS2 pro-

posal, assesses the potential impact on consumers, and presents a timeline for implementa-

tion. It also presents experience from two member states that have already adopted similar 

measures. Chapter 3 reviews complementary policy instruments and measures and their inter-

action with ETS2. Chapter 4 introduces the proposed regulatory instrument.  

 

 

 

 

 

 

17 Saheb, Y (2021)   SUFFICIENCY and CIRCULARITY, The two overlooked decarbonisation strategies in the ‘Fit 
For 55 Package’, EEB report, 2021 September, https://eeb.org/wp-content/uploads/2021/10/Decarbonisa-
tion-EU-Building-Stock_EEB-report-2021.pdf, accessed: 2022/10/12 

https://eeb.org/wp-content/uploads/2021/10/Decarbonisation-EU-Building-Stock_EEB-report-2021.pdf
https://eeb.org/wp-content/uploads/2021/10/Decarbonisation-EU-Building-Stock_EEB-report-2021.pdf
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2 THE ETS2 PROPOSAL  

2.1 The case for carbon pricing in the building and transport sectors 

The introduction of carbon emissions trading in the building and transport sectors is part of 

the revision of the EU ETS directive18 in the proposed ‘Fit for 55’ package19. The package also 

includes a proposal to review the current Effort Sharing Regulation (ESR), increasing its 

emissions reduction target from 30% to 40% by 2030.20 

The EU ETS1 already covers a part of emissions from these sectors indirectly, through 

household electricity use, electric vehicle use and district heating from fossil combustion plants 

with a rated thermal input of more than 20 MWth. This means that some emissions from these 

sectors are already subject to carbon pricing. Certain segments of the economy will be 

exempted from ETS2 owing to the excessive administrative burden, namely SMEs in industry 

and agriculture. Land Use, Land-Use Change and Forestry (LULUCF) will remain outside the 

scope of the ETS1 and the proposed ETS2 regulations. This is shown in Figure 3. 

FIGURE 3: ILLUSTRATIVE FIGURE OF EMITTING SECTORS AND REGULATION  

 

Source: edited figure of RAP (2021)21 

 

 

 

 

18 DIRECTIVE 2003/87/EC, https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/PDF/?uri=CELEX:32003L0087&from=EN accessed: 15/10/2022 

19 European Council (2022): Fit for 55 https://www.consilium.europa.eu/en/policies/green-deal/fit-for-55-the-
eu-plan-for-a-green-transition/ accessed: 15/10/2022 

20 REGULATION (EU) 2018/842, https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/PDF/?uri=CELEX:32018R0842&from=EN accessed: 15/10/2022 

21 RAP (2021): EU ETS2: Exploring its role in decarbonising transport and buildings https://www.rapon-
line.org/event/eu-ets2-exploring-its-role-in-decarbonising-transport-and-buildings, accessed: 15/10/2022 

https://www.raponline.org/event/eu-ets2-exploring-its-role-in-decarbonising-transport-and-buildings/
https://www.raponline.org/event/eu-ets2-exploring-its-role-in-decarbonising-transport-and-buildings/
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Additionally, in response to the impact of the conflict between Russia and Ukraine on the EU 

energy market, the European Commission has introduced the REPpowerEU plan to further 

promote energy savings, diversification of supply, and switch to renewable energy.22  

Figure 3 illustrates the mitigating effect of the ETS1 emissions cap compared to ESD/ESR23.  

 

FIGURE 4: EU ESD/ESR VS. EU ETS1 EMISSIONS AND CAP, MILLION T CO2EQ, 2005-

2030 

 

Source: Author’s figure based on EEA data24 

 

 

 

 

22 European Commission (2022): Repower EU, https://ec.europa.eu/info/strategy/priorities-2019-2024/euro-
pean-green-deal/repowereu-affordable-secure-and-sustainable-energy-europe accessed: 18/10/2022 

23 Referring to the EU policy framework for national greenhouse gas emission reduction targets complementary to 
the ETS - the Effort Sharing Decision (ESD) until 2020 and Effort Sharing Regulation (ESR) from 2021. 

24 https://www.eea.europa.eu/data-and-maps/dashboards/emissions-trading-viewer-1; accessed: 15/10/2022 

https://www.eea.europa.eu/data-and-maps/dashboards/emissions-trading-viewer-1
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2.2 The original ETS2 proposal 

ETS2 originally set a target of 43% emissions reductions by 2030, to reduce the 2005 CO2 

emissions (1 427 million tons) by about 613 million tons, ensuring the sectors’ contribution to 

the overall 2030 targets.25 It regulates the upstream gas, coal, and oil suppliers.  

According to the proposal, the scheme would be operational from 2026 with the requirement 

to hold a permit from 2025. The allocation method of the allowances would be full auctioning, 

and a market stability reserve would be set up with 600 million allowances. To ensure a soft 

start of the scheme more allowances will be loaded to the market than necessary (130% of the 

cap in 2026) to cover the expected level of emissions (frontloading). The cap will be reduced 

from the emission limit set for 2024 (1 109 304 000 t CO2) by an annual reduction factor of 

5.15% until 2028, increasing to 5.43% until 2030.  

2.3 Impact on member state budgets 

Revenues generated by the scheme will be distributed as follows: 

• 25% to the Social Climate Fund to help vulnerable households and SMEs; 

• 150 million allowances to the Innovation Fund to develop the buildings and 

transport sectors; 

• The remaining portion will be kept by Member States to spend on decarbonization. 

The size of the budget will be dependent on the price level of allowances, estimated to be 

around €40 billion/year.26 The 25% earmarked for the Social Climate Fund (SCF), addressing 

the social dimension, is projected to total €72.2 billion in the period 2025 and 203227. Member 

States would be required to submit Social Climate Plans including targets, measures, 

 

 

 

25 Proposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL amending Directive 
2003/87/EC https://ec.europa.eu/info/sites/default/files/revision-eu-ets_with-annex_en_0.pdf, accessed: 
15/10/2022 

26 European Parliament: Social climate fund: Fit for 55 package, EU Legislation in Progress Briefing, 
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/698777/EPRS_BRI(2021)698777_EN.pdf, 
accessed: 18/10/2022 and Center for European Reform: The EU Emissions Trading System After The Energy 
Price Spike, Policy Brief, 2022, https://www.cer.eu/publications/archive/policy-brief/2022/eu-emissions-
trading-system-after-energy-price-spike, accessed: 5/11/2022 

27 Proposal for establishing a Social Climate Fund, COM/2021/568 final, https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX:52021PC0568, accessed: 19/10/2022 

https://ec.europa.eu/info/sites/default/files/revision-eu-ets_with-annex_en_0.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/698777/EPRS_BRI(2021)698777_EN.pdf
https://www.cer.eu/publications/archive/policy-brief/2022/eu-emissions-trading-system-after-energy-price-spike
https://www.cer.eu/publications/archive/policy-brief/2022/eu-emissions-trading-system-after-energy-price-spike
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0568
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0568


 

 

 

24 

 

 

milestones, and associated investment costs, to which they will have to contribute with an 

equal amount (thus providing half of all the costs spent on SCF programmes).28 Payments will 

be allocated upon meeting the planned targets and milestones. The SCF would be launched in 

2025 and frontloaded like the allowances to provide the highest annual funding early on in 

2026.29 

2.4 Effects on energy users 

One of the main consequences of the ETS extension is the prospect of higher prices for 

transport and building sector fossil fuels. A carbon price of €25/ton CO2 would add 7 cents/li-

tre to petrol and 0,6 cents/kWh to natural gas (see the German case study). At €80/ton CO2, 

EU-wide carbon costs for households could amount to €633 billion between 2025 and 2040, 

or about €40 billion per year.30 Although the increase do not seem significant compared to the 

initial fossil fuel price levels, it will place a considerable burden on many households. The rev-

enues placed in the Social Climate Fund can be used for direct income support for vulnerable 

households in the early years, but it is recommended to phase this out quickly and provide 

long-lasting solutions to the energy poverty problem through energy efficiency interventions. 

Member States and household income classes will be unevenly affected by the scheme. Low-

income households consume much less energy than high income households. Low-income 

Member States show significantly lower per capita energy consumption than high income 

Member States. So, on average, a newly emerging cost of carbon emissions would be progres-

sive to income. See the following table prepared by Germanwatch31 for the estimated burden 

on households by ETS2. 

 

 

 

28 Ibid. Member states have to outline and submit Social Climate Plans to the Commission including the measures 
and investments to be financed from the Fund and the milestones for their implementation.  

29 Ibid. 
30 Center for European Reform: The EU Emissions Trading System After The Energy Price Spike, Policy Brief, 

2022, https://www.cer.eu/publications/archive/policy-brief/2022/eu-emissions-trading-system-after-en-
ergy-price-spike, accessed: 5/11/2022 

31 GermanWatch 2022- Assessment of the EU Commission’s Proposal on an EU ETS for buildings & road 
transport (EU ETS2) Criteria for an effective and socially just EU ETS, https://www.germanwatch.org/en/84753 
accessed: 05/11/2022 

 

https://www.cer.eu/publications/archive/policy-brief/2022/eu-emissions-trading-system-after-energy-price-spike
https://www.cer.eu/publications/archive/policy-brief/2022/eu-emissions-trading-system-after-energy-price-spike
https://www.germanwatch.org/en/84753
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TABLE 1: ESTIMATES OF THE BURDENS ON/REVENUES FROM HOUSEHOLDS BY EU ETS 
2 (% OF TOTAL BURDEN/REVENUE)  

 

Source: Germanwatch, 2022, p. 20 32 

 

The dark green shading shows that the lower 1st and 2nd income quintile households could be 

fully compensated from SCF in all the Member States – less than 25% of planned auction 

revenues would be needed to offset their carbon costs. The light green shading shows that if 

Member States top up these costs with an additional 25% of total auction revenues (as required 

by the proposed SCF regulation), even the 3rd quintile can be fully compensated in all Member 

States and, in the group of lower-income Member States (40-70% of average net equivalent 

income in relation to the EU27 average) the carbon cost of the 4th quintile could be offset, too. 

 

 

 

32 Ibid. 
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However, as underlined in the proposed SCF Regulation, direct compensation for the carbon 

price burden on households should only be temporary, and the fund should finance energy 

efficiency measures and the switch to renewable heating and cooling, which are long-term 

solutions to both reduce emissions and alleviate energy poverty.33 

2.5 Timeline 

ETS2 begins with a reporting period in 2025 whereby companies register and request permits 

but are only required to report their emissions. The compliance period begins in 2026, when 

allowances are auctioned for the first time. When the first phase ends in 2030, ETS2 sectors 

should achieve the 43% emission reduction target. 

 

FIGURE 5: PHASING IN OF ETS2 

 

Source: COM (2021) 551 final34 

 

 

 

 

33 Articles 6(2) and 6(2) of the proposed SCF Regulation, COM (2021) 568 final, https://eur-lex.europa.eu/legal-
content/EN/TXT/?uri=CELEX:52021PC0568, accessed: 19/10/2022 

34 Proposal for the revision of the ETS directive, 2003/87/EC, COM (2021) 551 final, https://eur-lex.europa.eu/le-
gal-content/EN/TXT/PDF/?uri=CELEX:32003L0087&from=EN, accessed: 15/10/2022 

 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0568
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0568
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In July 2022, the European Parliament requested implementation a year earlier in the 

beginning of 2024, which would move the first allowance auctions to 202535. Alternatively, the 

Council is proposing to postpone auctioning until 2027.36 

While the European Parliament voted to exclude residential buildings and transport vehicle 

emissions from ETS2 until 202937, this is not supported by the Commission or Council.38  

2.6 Country case studies 

While the ultimate course for the EU’s ETS2 has yet to be determined, Germany and Austria 

recently introduced their own carbon trading schemes for the building and transport sectors. 

Germany 

Germany’s national emissions trading system – called Nationales Emissionshadelsssytem or 

‘nEHS’ in German – was introduced by the Fuels Emissions Trade Law in 201939 and launched 

1 January 2021 as key pillar of its efforts to become carbon neutral by 2050.  

The design of the nEHS echoes the ‘cap and trade’ system of the EU ETS. The federal 

government sets an annual total emissions limit for transport and heating fuels and the 

regulated entities purchase allowances (‘nEZ’). The fuels included in the initial phase are 

petrol, diesel, heating oil, liquefied petroleum gas, natural gas and non-sustainable biomass, 

with others to be covered later, i.e. coal from 2023.40 

The German Emission Trading Authority (DEHSt) is responsible for nEHS and the EU 

emissions trading. Fuel distributors and suppliers are obliged to acquire emissions allowances 

 

 

 

35 Friedrich Ebert Stiftung: Can the proposal for the ETS 2 survive the political storm? Decoding Brussels, Just 
European Green Deal, https://justclimate.fes.de/e/reform-ets-housing-transport-energy, accessed: 
18/11/2022 

36 White&Case: European Parliament and Council adopt positions on ETS and CBAM proposals: next steps—final 
agreement & formal adoption, https://www.whitecase.com/insight-alert/european-parliament-and-council-
adopt-positions-ets-and-cbam-proposals-next-steps, accessed: 17/11/2022 

37 Friedrich Ebert Stiftung: Update on the EU ETS for buildings and road transport, Decoding Brussels, Just Euro-
pean Green Deal, https://justclimate.fes.de/e/update-eu-ets-buildings-and-road-transport, accessed: 
18/11/2022 

38 White&Case: European Parliament and Council adopt positions on ETS and CBAM proposals: next steps—final 
agreement & formal adoption, https://www.whitecase.com/insight-alert/european-parliament-and-council-
adopt-positions-ets-and-cbam-proposals-next-steps, accessed: 17/11/2022 

39 Bundesministerium der Justiz: Brennstoffemissionshandelsgesetz (19 Dezember 2019) über einen nationalen 
Zertifikatehandel für Brennstoffemissionen, http://www.gesetze-im-internet.de/behg/, accessed: 27/10/2022 

40 Umweltbundesamt: Understanding national emissions trading, https://www.dehst.de/EN/national-emissions-
trading/understanding-national-emissions-trading/understanding-nehs_node.html, accessed: 11/11/2022 

https://justclimate.fes.de/e/reform-ets-housing-transport-energy
https://www.whitecase.com/insight-alert/european-parliament-and-council-adopt-positions-ets-and-cbam-proposals-next-steps
https://www.whitecase.com/insight-alert/european-parliament-and-council-adopt-positions-ets-and-cbam-proposals-next-steps
https://justclimate.fes.de/e/update-eu-ets-buildings-and-road-transport
https://www.whitecase.com/insight-alert/european-parliament-and-council-adopt-positions-ets-and-cbam-proposals-next-steps
https://www.whitecase.com/insight-alert/european-parliament-and-council-adopt-positions-ets-and-cbam-proposals-next-steps
http://www.gesetze-im-internet.de/behg/
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and submit them to the DEHSt for each tonne of CO2 produced by the combustion of the listed 

fuels, costs which can be passed on to consumers.41 

The cap started at 301 MtCO2 in 2021 and will be reduced to 233 MtCO2 in 2030.42 In the initial 

phase, the allowances have a fixed price of €25/ton CO2 which is set to gradually increase to 

€55 by 2025. However, the German government froze the carbon price for a year in September 

202243. During the initial ‘fixed prices’ phase, the allowances will be purchased on the EEX 

exchange where the regulated entities and intermediaries hold trading accounts. 

From 2026, the CO2 price will be determined by auctioning within a price corridor of €55-65. 

From 2027 the price will be determined entirely by the market with optional price corridors. 

The emissions allowances are transferable and can be traded. 

TABLE 2: ESTIMATED PRICE EFFECT OF THE NATIONAL EMISSIONS TRADING SYSTEM, 

GERMANY, 2021 

 Transport – 

Petrol 

Transport - 

Diesel 

Heating – 

Heating oil 

Heating - 

Natural gas 

Estimated nEHS price effect 

€25/tCO2 
 +7 cents/litre +8 cents/litre +8 cents/litre +0,6 cents/kWh 

Source: Umweltbundesamt (2022) 44 

 

Annual emissions self-reporting should be submitted each year by the end of July and 

verification by accredited independent third parties is mandatory from 202345 onwards. 

 

 

 

41 The regulation says that the companies obliged to buy allowances are those who place fuels on the market. Um-
weltbundesamt’s examples are fuel wholesalers, fuel manufacturers with wholesale distribution, companies 
that import fuels into Germany.  

42 International Carbon Action Partnership: German National Emissions Trading System, https://icapcarbonac-
tion.com/en/ets/german-national-emissions-trading-system, accessed: 18/11/2022 

43 Euroactiv: Berlin freezes carbon price in the name of crisis relief, https://www.euractiv.com/section/emissions-
trading-scheme/news/berlin-freezes-carbon-price-in-the-name-of-crisis-relief, accessed: 14/11/2022 

44 Umweltbundesamt: The national Emissions Trading System – Factsheet, 
https://www.dehst.de/SharedDocs/downloads/EN/publications/Factsheet_national-emissions-trad-
ing.pdf;jsessionid=55AFBCF2CAA56E4CFE387CD6CB9F6073.intranet212?__blob=publicationFile&v=2, ac-
cessed: 17/10/2022 

45 Umweltbundesamt: Understanding national emissions trading, https://www.dehst.de/EN/national-emissions-
trading/understanding-national-emissions-trading/understanding-nehs_node.html, accessed: 11/11/2022 



 

 

 

29 

 

 

The estimated revenue from nEHS is €7,2 billion in 2021 and €40 billion over the 2021-24 

period.46 The revenues go to the federal government’s Energy and Climate Fund which finance 

climate protection measures. In 2021, it allocated €4.7 billion from nEHS revenues to reduce 

the EEG (“Renewable Energy Surcharge”)47 on electricity48. This reduced electricity prices by 

1.37 cent/kWh, contributing considerably to consumer redistribution. The Fund also finances 

clean transport and building energy efficiency projects.  

Accounting for approximately 40% of Germany’s greenhouse gas emissions in 202149, 

decarbonizing the two nEHS sectors will play a significant role in helping Germany reach its 

net zero target. There is some overlap with EU ETS activities that led to a new regulation 

ensuring that companies do not double pay.50 

Austria 

Austria decided to follow the German example and introduce its own national emissions 

system (‘Nationales Emissionshandelssystem’ or ‘N-EHS’) in October 202151 , launched a year 

later52. It covers CO2 emissions from fossil fuels used in the transport, building, waste, and 

agriculture sectors, along with small industries53. 

The initial fixed price was set to €30/ton CO2 and will increase regularly until the end of 2025 

(€35 in 2023, €45 in 2024 and €55 in 2025)54. Auctioning will not start until 2026 after further 

 

 

 

46 International Carbon Action Partnership: German National Emissions Trading System, https://icapcarbonac-
tion.com/en/ets/german-national-emissions-trading-system, accessed: 18/11/2022 

47 Umweltbundesamt: Emissions trading 2021: record revenues in Germany exceeding 12 billion euros (01/2022 
Press Release), https://www.umweltbundesamt.de/en/press/pressinformation/emissions-trading-2021-rec-
ord-revenues-in-germany, accessed: 14/11/2022 

48 International Carbon Action Partnership: German National Emissions Trading System, https://icapcarbonac-
tion.com/en/ets/german-national-emissions-trading-system, accessed: 18/11/2022 

49 Ibid. 
50 If a regulated entity provides evidence that emissions have been reported under the EU ETS they are deducted 

from the nEHS reporting or full compensation is provided. 
51 Federal Finance Ministry, Republic of Austria: FAQ regarding the national emissions certificates trading law 

2022 (NEHG 2022), https://www.bmf.gv.at/en/topics/Climate-policy/ini-
tial_nehg_2022_en/faq_nehg_2022_en.html, accessed: 17/10/2022 

52 Republic Österreich Parliament: Ökosoziales Steuerreformgesetz 2022 Teil I – ÖkoStRefG 2022 Teil I, 
https://www.parlament.gv.at/PAKT/VHG/XXVII/I/I_01293/index.shtml#, accessed: 29/10/2022 

53 International Carbon Action Partnership: Austria’s national ETS enters into force, https://icapcarbonac-
tion.com/en/news/austrias-national-ets-enters-force, accessed: 14/11/2022 

54 Federal Finance Ministry of Austria: Initial information on the 2022 national emissions certificates trading law 
(NEHG 2022), https://www.bmf.gv.at/en/topics/Climate-policy/initial_nehg_2022_en.html, accessed: 
7/10/2022 

https://www.parlament.gv.at/PAKT/VHG/XXVII/I/I_01293/index.shtml
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market design elaboration. The allowances are to be purchased by traders55, energy suppliers 

or mineral oil companies56, applying to petrol, diesel, heating oil, LPG, natural gas, coal, and 

kerosene. 

The system is managed by the Office for National Emissions Trading (a unit within the 

Austrian Customs Office) and the government anticipates revenues of approximately €500 

million in the first year, 2022, based on a EUR 30/tCO2 allowance price.57 By 2025, the trading 

scheme should reach total reduction of 1.5 M ton of CO2.58 

FIGURE 6: ESTIMATE OF AUSTRIA’S NATIONAL EMISSIONS TRADING SYSTEM 

REVENUES BASED ON DIFFERENT ALLOWANCE PRICES  

 

Source: Agenda Austria, 202259 

 

Some of the revenues will be used to fund climate protection programs in transport and energy-

efficient buildings among numerous compensation and relief measures. The compensation 

 

 

 

55 Gesamte Rechtsvorschrift für Nationales Emissionszertifikatehandelsgesetz 2022 (National Commercial Law on 
Emissions Certificates, Austria), https://www.ris.bka.gv.at/GeltendeFassung.wxe?Abfrage=Bundesnor-
men&Gesetzesnummer=20011818&FassungVom=2022-04-01, accessed: 19/11/2022 

56 Federal Ministry of Austria Finance, Republic of Austria: FAQ regarding the national emissions certificates 
trading law 2022 (NEHG 2022), https://www.bmf.gv.at/en/topics/Climate-policy/ini-
tial_nehg_2022_en/faq_nehg_2022_en.html, accessed: 17/10/2022 

57 Ibid. 
58 Federal Finance Ministry of Austria: FAQ regarding the national emissions certificates trading law 2022 (NEHG 

2022), https://www.bmf.gv.at/en/topics/Climate-policy/initial_nehg_2022_en/faq_nehg_2022_en.html, 
accessed: 17/10/2022 

59 Agenda Austria: Einnehmen des nationales Emissionshandelssytems, https://www.agenda-austria.at/grafi-
ken/staatseinnahmen-aus-dem-nationalen-emissionshandelssystem/, accessed: 5/11/2022 

https://www.ris.bka.gv.at/GeltendeFassung.wxe?Abfrage=Bundesnormen&Gesetzesnummer=20011818&FassungVom=2022-04-01
https://www.ris.bka.gv.at/GeltendeFassung.wxe?Abfrage=Bundesnormen&Gesetzesnummer=20011818&FassungVom=2022-04-01
https://www.agenda-austria.at/grafiken/staatseinnahmen-aus-dem-nationalen-emissionshandelssystem/
https://www.agenda-austria.at/grafiken/staatseinnahmen-aus-dem-nationalen-emissionshandelssystem/
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measures associated with the national emissions trading system are part of a wider package 

called the ‘Eco-Social Tax Reform’60 which aims to reduce income tax rates and enhance 

climate protection programs at the same time. 

One of the most prominent relief measures, however, is the Regional Climate Bonus, which is 

intended as lump sum compensation to the residents of remote and rural areas with no public 

transport alternative to individual cars61. Depending on the household’s location, a bonus of 

EUR 100–200 is available per each individual. In addition, companies with large relative fuel 

costs and those unable to switch to CO2-neutral alternatives are provided relief,62 e.g. diesel in 

agricultural and forestry. 

  

 

 

 

60 Republic Österreich Parliament: Ökosoziales Steuerreformgesetz 2022 Teil I – ÖkoStRefG 2022 Teil I, 
https://www.parlament.gv.at/PAKT/VHG/XXVII/I/I_01293/index.shtml#, accessed: 29/10/2022 

61 Federal Finance Ministry of Austria:  Initial information on the 2022 national emissions certificates trading law 
(NEHG 2022), https://www.bmf.gv.at/en/topics/Climate-policy/initial_nehg_2022_en.html, accessed: 
17/10/2022 

62 Federal Finance Ministry of Austria: Initial information on the 2022 national emissions certificates trading law 
(NEHG 2022), https://www.bmf.gv.at/en/topics/Climate-policy/initial_nehg_2022_en.html, accessed: 
7/10/2022 

https://www.parlament.gv.at/PAKT/VHG/XXVII/I/I_01293/index.shtml
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TABLE 3: COMPARISON OF NATIONAL EMISSIONS TRADING SYSTEMS IN GERMANY 

AND AUSTRIA  

 
GERMANY AUSTRIA 

Date of 

introduction 
1 January 2021 1 October 2022 

Sectors 

covered 

 

 

Entities 

obliged to buy 

allowances 

Entities which place the fuels on the market 

(might be passed on to the final consumers) 

Fuels covered 

  

1st phase – 

Fixed price 
2021-2025 2022-2025 

Price level 

 

Start of 

auctioning 
2026- 2026- 

Expected CO2 

reduction 

23% reduction - 301 MtCO2 in 2021 and 

233 MtCO2 in 2030 
Total reduction of 1.5 M tCO2 by 2025 

Effects on 

customers 

▪ +7 cents/litre for petrol in 1st year 

▪ +0,6 cents/kWh for natural gas in 

heating in 1st year 

▪ +8,4 cents/litre in case of petrol 

(1st year) 
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As a result of the EU ETS and the national emissions trading system, all major sectors in 

Germany and Austria now pay a price for CO2 emissions. Until auctioning takes place, 

declining emissions targets can be exceeded with the purchase of additional allowances in the 

fixed price period by paying the price + excess emissions penalty set at double the level of the 

allowance price. The cap will be effective from the start of the auctioning, from which point 

emission allowances can only be purchased on the market. 

To conclude, both schemes have been introduced as a carbon tax measure, and both could be 

easily upgraded to emissions trading markets since they are using the trade platforms already. 

Since Germany and Austria introduced their national ETS schemes early to merge with the 

ETS2 from 2026, this will fuel the debate on in Brussels. 

Worldwide examples for carbon pricing in the building sector  

Putting a price on emissions from the building sector are not widespread outside of Europe but 

they do exist in some countries. According to the World Bank Carbon Pricing Dashboard, ETS 

or carbon tax has been applied to the building sector in Beijing, California, Germany, Korea, 

Quebec, Saitama, Tokyo and Washington, with pilots in Shanghai and Tianjin.63 California’s 

building sector is integrated into the wider Cap-and-Trade scheme that was introduced for 

 

 

 

63 The World Bank Carbon Pricing Dashboard, https://carbonpricingdashboard.worldbank.org/, accessed: 
22/11/2022 

▪ Near doubling by 2025 ▪ +0,72 cents/kWh for natural gas 

iin heating in 1st year 

▪ Near doubling by 2025 

Expected 

revenue and 

utilization 

▪ €7,2 billion in 2021 and €40 billion 

2021-24 

▪ Revenues flow into the Energy and 

Climate Fund to finance climate 

protection, EE and RES projects 

▪ More than half of the revenue in 

2021 was spent to reduce the EEG 

surcharge (€4.7 billion) by 1.37 

ct/kWh 

▪ Anticipated €500 million in 2022 

▪ Contributes to the Climate Bonus 

program 

▪ Finances climate protection 

programs 

▪ Supports businesses with high 

portion of fuel costs and those 

unable to switch fuels 

Handling of 

vulnerable 

customers 

▪ Reimbursement for certain groups 

▪ Increased mileage allowance 

▪ Granting mobility premium 

▪ Climate Bonus: annual €100-200 / 

household depending on 

availability of public transport and 

regional characteristics 

https://carbonpricingdashboard.worldbank.org/


 

 

 

34 

 

 

electricity generation and industrial sectors in 2013 and expanded to petroleum and natural 

gas in 201564. It now covers 85 percent65 of California’s economy. The worldwide carbon prices 

for the building sector vary widely, from €0.29/tCO2eq to €109/tCO2eq in case of taxes and 

€3/t CO2eq to €30/t CO2eq for emissions trading schemes.66 

 

 

 

64 C2ES: California Cap and Trade, https://www.c2es.org/content/california-cap-and-trade/, accessed: 
30/11/2022 

65 Richard D. Morgenstern and Daniel M. Adler (Resources): California Cap and Trade Explained, 
https://www.resources.org/common-resources/california-cap-and-trade-explained/, accessed: 30/11/2022 

66 Sibylle Braungardt, Veit Bürger and Benjamin Köhler (2021) Carbon Pricing and Complementary Policies—
Consistency of the Policy Mix for Decarbonizing Buildings in Germany, Energies, 14, issue 21, pp. 1-14 

https://www.c2es.org/content/california-cap-and-trade/
https://www.resources.org/common-resources/california-cap-and-trade-explained/
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3 REVIEW OF POLICY OPTIONS 

Before introducing the proposed policy, this section presents the principles that well-designed 

policy measures must incorporate. It reviews the pre-existing EU policy tools aimed at 

reducing GHG emissions in the building and transport sectors, and shows some empirical 

results related to the effectiveness of the existing measures.  

3.1 The main factors of political feasibility 

There are several factors that influence the political feasibility of a policy proposal and 

determine its success. 

Effectiveness – the degree of certainty by which the policy accomplishes the desired target. 

It is relatively easy to meet emission targets with command-and-control measures or emission 

trading schemes. Contrarily, emission taxes suffer from the trade-off between setting the cost 

or setting the quantitative emission target. 

Efficiency – the ability of the policy to achieve the lowest social cost solution to meet the 

target. Both tax and ETS are policy instruments facilitating the marginal cost of abatement to 

equalize across the regulated pool, theoretically resulting in minimum cost social policy. 

Flexibility – to find the actors that deliver emission reductions at least cost. Technology 

neutrality is also important for flexibility, which improves the policy performance. 

Simplicity – the ease of policy compliance for both the regulated and the regulator. 

Social redistribution – how much welfare is redistributed by the policy. Redistribution is 

beneficial if funds are needed to subsidize programs that accompany the policy scheme. 

However, social welfare redistribution comes at a cost: markets are distorted and there is a 

certain welfare loss for all parties. 

Social fairness – refers to those policies that are socially fair and sensitive. A measure which 

leads to a sudden and significant increase in end user prices can lead to societal and economic 

tensions. If a policy disadvantages a particular business sector or segment of society, efforts 

should be made to provide targeted solutions.  

Household heating related carbon pricing is regressive because poorer households pay 

relatively more as a proportion of their disposable income to their energy bills than high 
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income groups consuming more. This is also an important reason why fair revenue distribution 

through the Social Climate Fund67 is crucial to the ultimate success of the ETS2 proposal. 

Overlapping regulation – national policies need to be harmonized with EU legislation. 

Since there are several programmes and packages targeting the same sector from different 

viewpoints or with a different timelines, dedicated coordination is needed.  

Uneven policy burdens – in most countries taxes and levies on electricity are significantly 

higher than natural gas. Renewable electricity subsidies are typically included in the bill while 

gas is taxed less, and this imbalance must be addressed.68 

3.2 Existing EU policies and measures to reduce building and transport 

sector emissions 

This section provides an overview of the most important EU and national policies and 

measures applied in the building and transport sectors to highlight their impact on emissions 

and their prospective interaction and complementarity with the ETS2. 

Complementary policies and measures in the building sector  

While carbon pricing is considered the most economically efficient instrument for decarboni-

sation and has been proven successful in the electricity and industry sectors. 

Ideally, all measures that encourage sufficiency (avoiding excess consumption) and efficiency 

(decreasing energy use per unit of energy service) should guide the regulatory focus, and in-

centives to switch to renewable heating and cooling should follow. In the EU, numerous poli-

cies have been adopted to decarbonize the building sector, summarized in Table 3. 

 

 

 

67 See Chapter 3.2 on buildings sector policies. 
68 RAP (n13) 
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TABLE 4: COMPLEMENTARY EU REGULATION INFLUENCING BUILDING EMISSIONS 
FROM HOUSEHOLDS 

  Policies addressing the transition of the building sector  

Economic  ▪ State & EU support for energy efficient buildings  

▪ Tax incentives for energy related building renovations  

Regulatory ▪ Energy Performance of Buildings Directive 

▪ Renovation Wave for Europe 

▪ Ecodesign Directive: EU Minimum standards and labels for 

heating and cooling appliances  

▪ Energy Efficiency Directive 

▪ Effort Sharing Regulation  

▪ Renewable Energy Directive 

▪ Metering, submetering  

▪ Forbidding natural gas heating connections in new buildings 

Information-

based 

▪ Energy efficiency consultancy services, networks  

 

The Energy Performance of Buildings Directive (EPBD) was introduced in 2002, up-

dated in 2010, and then again into its current form in 2018.69 The EPBD requires all new build-

ings to be nearly zero (NZEB) from the end of 2020. However, national definitions of NZEBs 

and their technical criteria considering local protocols vary considerably. The EPBD also set 

out a requirement for member states to adopt long-term renovation strategies. The current 

proposal for the revision of the EPBD continues to focus on NZEBs since fulfilment has been 

delayed by member states, combining this requirement with high energy performance and sig-

nificant renewable energy supply. Furthermore, the proposal intends to take a step forward 

from NZEBs to Zero-Emission Buildings (ZEB)70. The new ZEB requirement is intended to 

come into effect for all new public buildings 1 January 2030 and all new buildings 1 January 

202771. 

 

 

 

69 Directive on the energy performance of buildings, 2010/31/EU, https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A02010L0031-20210101, accessed: 02/12/2022 

70 According to the proposal, a zero emission building is characterized by high energy performance and low energy 
needs fully covered by RES. 

71 European Commission: Nearly zero-energy buildings, https://energy.ec.europa.eu/topics/energy-efficiency/en-
ergy-efficient-buildings/nearly-zero-energy-buildings_en, accessed: 29/11/2022 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02010L0031-20210101
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02010L0031-20210101
https://energy.ec.europa.eu/topics/energy-efficiency/energy-efficient-buildings/nearly-zero-energy-buildings_en
https://energy.ec.europa.eu/topics/energy-efficiency/energy-efficient-buildings/nearly-zero-energy-buildings_en
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The ‘Renovation Wave for Europe’ strategy was adopted in 2020 to facilitate economic 

recovery after the pandemic-related downturn that also boosts the green transition. It sets out 

to double the annual energy renovation rates of member states over the next 10 years. Three 

focus areas have been defined: i) tackling energy poverty and worst-performing buildings, ii) 

public buildings and social infrastructure and iii) decarbonising heating and cooling. It pro-

poses amending THE EPBD with mandatory minimum energy performance standards for all 

types of buildings, Building Renovation Passports (including long-term renovation roadmaps 

to deep renovation a specific building) and the Affordable Housing Initiative piloting 100 ren-

ovation districts72.  

In line with the Energy Performance of Buildings Directive, the revised version of the Renew-

able Energy Directive proposed in the Fit for 55 package includes buildings-related tar-

gets73. It suggests the mainstreaming of renewable energy for heating & cooling in buildings 

and sets a new indicative European Union target of 49% renewables in buildings by 2030. It 

requires member states to set their own indicative targets for the share of renewables in final 

energy consumption of their buildings sector by 2030. 

The Ecodesign Directive provides consistent EU-wide rules for improving the environmen-

tal performance of household products including boilers, windows and insulations.74 It sets out 

minimum product-specific energy efficiency requirements directly applicable in all EU mem-

ber states. Based on the Commission’s 30 March 2022 proposal75, the scope of this regulation 

could be extended to cover additional products. 

The Effort Sharing Regulation (ESR) establishes a binding cumulative EU target of 30% 

emissions reductions in non-ETS sectors by 2030 with contributions from all member states 

defined in NECPs.76 ESR reduction targets are based on GDP per capita and the cost-

 

 

 

72 For the full list of Renovation Wave actions see COM(2020) 662 final, https://eur-lex.europa.eu/re-
source.html?uri=cellar:0638aa1d-0f02-11eb-bc07-01aa75ed71a1.0003.02/DOC_2&format=PDF, accessed: 
30/11/2022 

73 Proposal for the revision of RED II, COM/2021/557 final, https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX:52021PC0557, accessed: 01/12/2022 

74 Directive 2009/125/EC establishing a framework for the setting of ecodesign requirements for energy-related 
products, https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32009L0125, accessed: 21/11/2022 

75 Ecodesign for sustainable products [EU Legislation in Progress], 
https://epthinktank.eu/2022/06/09/ecodesign-for-sustainable-products-eu-legislation-in-progress/, ac-
cessed: 22/11/2022 

76 (EU) 2018/842, https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32018R0842, and its pro-
posed revision: https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2021:555:FIN, accessed: 
25/11/2022 

https://eur-lex.europa.eu/resource.html?uri=cellar:0638aa1d-0f02-11eb-bc07-01aa75ed71a1.0003.02/DOC_2&format=PDF
https://eur-lex.europa.eu/resource.html?uri=cellar:0638aa1d-0f02-11eb-bc07-01aa75ed71a1.0003.02/DOC_2&format=PDF
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0557
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0557
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32009L0125
https://epthinktank.eu/2022/06/09/ecodesign-for-sustainable-products-eu-legislation-in-progress/
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effectiveness of carbon abatement in each member state. According to the proposed revision 

contained in the Fit for 55 package, the EU-wide reduction target will increase to 40%, which 

will require some member states to cut emissions by 50%.  

The Energy Efficiency Directive (EED)77  currently in force has a 32.5% energy savings 

target, set relative to business-as-usual projected emissions for 2030. The proposal for its re-

vision78 would increase the savings target to 39% for primary and 36% for final energy con-

sumption, corresponding to a 9% reduction target compared to the 2030 projections in the 

2020 Reference Scenario. Energy savings obligation (cumulative end-use annual targets) for 

countries would be increasing from 0.8% set for the period 2021-2023 to 1.5% in the period 

2024-2030. The public sector has to lead by example by reducing the final consumption of 

public buildings by 1.7% annually, renovating at least 3% of public building floor space per 

year, and better integrating energy efficiency requirements in the public procurement proce-

dures. REPowerEU Plan calls for increasing the 9% energy efficiency goal to 13%.79  

Besides EU level policies, national regulations will have a significant effect on building 

stock emissions. The Netherlands will ban fossil fuel heating installations from 2026 and re-

quire the use of heat pumps or heat network connections.80 Similarly, the United Kingdom will 

ban gas and oil boilers from 2025. 

Measures improving customer information, knowledge and commitment will also have 

a significant impact on energy consumption and investment decisions to further cut emissions 

of the building sector.  

The next two figures provide insight into the effectiveness of these building sector policies and 

measures in reducing emissions. 

Index decomposition analysis is a tool used to quantify the contribution of different 

explanatory factors behind the changes in a statistical aggregate (GHG emissions in this 

 

 

 

77 Energy Efficiency Directive, 2012/27/EU, consolidated text: https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A02012L0027-20210101, accessed: 29/11/2022 

78 Proposal for the recast of energy efficiency directive, COM/2021/558 final, https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX:52021PC0558, accessed: 29/11/2022 

79 REPowerEU Plan, COM/2022/230 final, https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=COM%3A2022%3A230%3AFIN&qid=1653033742483, accessed: 2022/11/15. 

80 Euractiv: Netherlands to ban fossil heating from 2026, make heat pumps mandatory, 
https://www.euractiv.com/section/energy-environment/news/netherlands-to-ban-fossil-heating-by-2026-
make-heat-pumps-mandatory/, accessed: 25/11/2022 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02012L0027-20210101
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02012L0027-20210101
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0558
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0558
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2022%3A230%3AFIN&qid=1653033742483
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2022%3A230%3AFIN&qid=1653033742483
https://www.euractiv.com/section/energy-environment/news/netherlands-to-ban-fossil-heating-by-2026-make-heat-pumps-mandatory/
https://www.euractiv.com/section/energy-environment/news/netherlands-to-ban-fossil-heating-by-2026-make-heat-pumps-mandatory/
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case).81 Figure 6 shows the changes in drivers of emissions in the EU28 building stock between 

1990 and 2018 based on Saheb (2021)82. The decomposition shows that over the 1990 – 2018 

period, building emissions fell by 29% as a result of efficiency improvements and a move to 

renewable energy. However, population growth and increasing average floor area per capita 

resulted in higher energy demand. The latter trend highlights a “lack of sufficiency”, whereby 

as people become more affluent, they tend to live in oversized dwellings.83 This trend has 

essentially offset all of the energy efficiency gains that have been made in the studied period. 

FIGURE 7: DRIVERS OF BUILDING STOCK EMISSIONS IN THE EU27+UK, 1990-2018 

 

Source: Saheb (2021), p. 684 

 
The current rate of energy efficiency improvements and replacement of fossil fuels is not 

aligned with EU emission reduction targets. FIGURE 9FIGURE 8 shows the rate of emissions 

 

 

 

81 For an overview of the method for GHG emissions see for example Xu XY., Ang BW. (2013) Index decomposi-
tion analysis applied to CO2 emission studies, Ecological Economics, 93 (2013), pp. 313-329. 
https://doi.org/10.1016/j.ecolecon.2013.06.007 

82 Saheb, Y. (2021) SUFFICIENCY and CIRCULARITY The two overlooked decarbonisation strategies in the ‘Fit 
For 55’ Package, EEB Report, September 2021, https://eeb.org/wp-content/uploads/2021/10/Decarbonisa-
tion-EU-Building-Stock_EEB-report-2021.pdf, accessed: 2022/11/15. 

83 Energy sufficiency relates to energy consumption levels meeting quality of living standards for all demographics 
without endangering the carrying capacity of the Earth. See for example Darby, Sarah and Fawcett, Tina 
(2018) Energy sufficiency – an introduction: A concept paper for ECEEE, Doi: 10.13140/RG.2.2.31198.08006. 

84 Saheb, Y. (2021) SUFFICIENCY and CIRCULARITY The two overlooked decarbonisation strategies in the ‘Fit 
For 55’ Package, EEB Report, September 2021, https://eeb.org/wp-content/uploads/2021/10/Decarbonisa-
tion-EU-Building-Stock_EEB-report-2021.pdf, accessed: 2022/11/15 
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reductions in the building sector between 2005 and 2017 compared to what is necessary to 

reach the 55% target by 2030. 

 

FIGURE 8: RESIDENTIAL/TERTIAL SECTOR GREENHOUSE GAS EMISSIONS (MILLION 

TONS CO2)  

 

Source: Thomas et al., 2021, p. 9 85 

 

This reveals in no uncertain terms that the rate of energy efficiency investments and fuel 

changes need to be accelerated. Thomas et al. conclude that the heating system should be up-

dated in 1 in 4 houses by 2030 to reach the EU’s GHG reduction target. 

Energy efficiency and RES alone are not enough to offset the increasing energy demand of 

heating and cooling the building stock, and all existing measures must be applied. Conse-

quently, the introduction carbon pricing is needed to incentivize more rational and climate-

friendly energy usage in the building sector and discourage overcompensation. The role of car-

bon pricing is to ensure that the real cost of the carbon emission is paid by the fuel wholesaler 

and by the final customer, reinforcing the other measures already implemented. 

 

 

 

 

85 Samuel Thomas, Louise Sunderland and Marion Santini (RAP): Pricing is just the icing, https://www.rapon-
line.org/wp-content/uploads/2021/06/rap-ETS-alternatives-carbon-pricing-report.pdf, accessed: 11/11/2022 
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Complementary policies in the transport sector  

Tackling GHG emissions from transport is one of the most challenging aspects of climate 

regulation. Although it is not yet known how long-lasting the impact of the COVID-19 

pandemic and the energy crisis will be on transport demand, the EEA has concluded that the 

measures outlined in the current NECPs will not reduce emissions to 1990 levels until 2029. 

In fact, aviation and maritime emissions are expected to continue to grow.86  If the current 

drop in energy use proves to be temporary, reaching the 90% reduction goal for 2050 net zero 

emissions requires much stricter interventions.   

In 2019, the transport sector was responsible for a quarter of EU emissions, of which 72% came 

from road transport, and 60.6% of this from cars. Increasing use of passenger cars (measured 

in passenger kilometres) and freight (measured in tonne-kilometres) requires further 

investments in road infrastructure. Traditionally, emissions are related to the distance 

travelled by vehicles, however, recently, in urban areas negative environmental externalities 

are closely associated with the time spent traffic.87 

EU policies targeting transport decarbonisation mostly centre on supply side transport 

services, leaving demand side reductions mostly the in the national and local domain (except 

for the Car Labelling and the Clean Vehicles Directives). 

 

 

 

 

86 Greenhouse gas emissions from transport in Europe, https://www.eea.europa.eu/ims/greenhouse-gas-emis-
sions-from-transport, published on 2022/10/26, accessed: 2022/11/14 

87 EASAC (2019) Decarbonisation of transport: options and challengeshttps://easac.eu/fileadmin/PDF_s/re-
ports_statements/Decarbonisation_of_Tansport/EASAC_Decarbonisation_of_Transport_FI-
NAL_March_2019.pdf, accessed: 2022/11/14 
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TABLE 5: COMPLEMENTARY EU REGULATION TARGETNG PASSENGER ROAD 

TRANSPORT EMISSIONS  

Policies addressing the transition of the building sector  

Economic ▪ Energy Taxation Directive  

▪ Tax incentives and subsidies for low-emission 
vehicles 

▪ Local price-based instruments (congestion fee, 
parking fee, road tolls, etc.) 

▪ Pricing of public transport 

Regulatory ▪ Effort Sharing Regulation 

▪ Energy Efficiency Directive 

▪ CO2 emission standards 

▪ Renewable Energy Directive 

▪ Alternative Fuel Infrastructure Directive 

▪ Clean Vehicles Directive 

▪ Restrictive policies in local transport (low emission 
zones, speed limits, etc.) 

Information-
related 

▪ Car Labelling Directive 

▪ Transport information provision, route planners, 
etc. 

 

The Energy Taxation Directive88 (ETD) sets minimum excise duty rates for energy 

products, including transport fuels, with the aim of influencing investment decisions by way of 

consumption levels and choice of fuels. The minimum rate for diesel is EUR 0.330 and for 

petrol EUR 0.359 per litre. The spectrum of actual tax rates differs across member states and 

vary by sub-sector. According to ACEA data from June 2022,89 EU diesel excise duties ranged 

 

 

 

88 2003/96/EC, https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32003L0096 and its proposed revi-
sion https://ec.europa.eu/commission/presscorner/api/files/docu-
ment/print/en/qanda_21_3662/QANDA_21_3662_EN.pdf, accessed: 27/11/2022 

89 Level of excise duties on diesel and petrol in the member states of the EU on 1 July 2022, 
https://www.acea.auto/figure/excise-duties-diesel-by-eu-country-1000-litres/ and 
https://www.acea.auto/figure/excise-duties-petrol-by-eu-country-1000-litres/, accessed:  26/11/2020 
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from EUR 0.319 per litre in Hungary to EUR 0.617 per litre in Italy, and for petrol from EUR 

0.347 per litre in Hungary to EUR 0.824 per litre in the Netherlands.  

The Fit for 55 package ETD revision proposal would set new minimum rates related to the 

energy content and environmental performance of fuels, bringing the legislation in line with 

the EU’s climate objectives.90 The highest rates would be applied to conventional fossil fuels, 

followed by slightly lower rates for less harmful fossil fuels like natural gas, LPG and non-

renewable hydrogen. Conventional biofuels would be taxed half of the reference rate, while 

electricity, advanced biofuels, bioliquids, biogases and hydrogen of renewable origin would 

receive the lowest rate for all applications. The ETD will also phase out fossil fuel exemptions 

for home heating, intra-EU air transport, maritime transport, and the fishing sector. The 

continuous updating of minimum rates (indexation mechanism) based on Eurostat consumer 

prices would prevent highly divergent Member State tax rates. It would be complementary to 

the proposed ETS2 proposal, as the latter would foster CO2 emission reduction, while the ETD 

would incentivise efficiency and the use of clean fuels, without including a CO2 specific tax 

component.91 

Tax incentives and purchase subsidies for low-emission vehicles are widespread in the 

EU. With the exception of Estonia, all member states provide some tax benefit for electric 

vehicles (registration tax and/or ownership tax advantages). Purchase incentives are available 

at least up to a set amount in all member states except Bulgaria Denmark Estonia, Latvia, 

Malta, and Slovakia.92 These incentives narrow the price gap between conventional and electric 

vehicles and facilitate the transition to clean road transportation.  

Local price-based instruments like congestion and parking fees and road tolls reduce 

demand for road transport and encourage a modal shift to public or active transport modes. 

Parking fees are widespread and used effectively in cities. Road tolls differentiated by 

environmental performance can influence choice of vehicle technology, not only for freight 

 

 

 

90 Proposal for a COUNCIL DIRECTIVE restructuring the Union framework for the taxation of energy products 
and electricity (recast) COM/2021/563 final https://eur-lex.europa.eu/legal-con-
tent/en/TXT/?uri=CELEX:52021PC0563, accessed: 2022/10/29 

91 Revision of the Energy Taxation Directive: Questions and Answers, https://ec.europa.eu/commis-
sion/presscorner/detail/en/qanda_21_3662, accessed:  26/11/2022 

92  ELECTRIC VEHICLES: TAX BENEFITS & PURCHASE INCENTIVES In the 27 member states of the European 
Union (2022), https://www.acea.auto/files/Electric-Vehicles-Tax-Benefits-Purchase-Incentives-2022.pdf, 
accessed:  25/11/2022 
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transport but also cars in cities, as exemplified in Oslo and Bergen in Norway.93 Congestion 

fees apply in Stockholm, London and Milan. The time-differentiated road-toll introduced in 

Stockholm in 2007 to reduce congestion at first was heavily opposed by the public but became 

a highly appreciated intervention among residents for decreasing traffic by 22% and providing 

positive economic and environmental benefits. It was supplemented by the extension of public 

transportation with new park and ride facilities.94 These tools play an important role in 

managing transportation demand and mitigating negative local and global environmental 

effects of private vehicle use.  

To encourage a modal shift away from passenger cars, public transport must be price 

competitive, which generally requires support from public funds. Around the world there are 

increasingly more initiatives offering free local public transportation, for example in 

Luxemburg and Tallin. Germany temporarily introduced a 9-euro train ticket in the summer 

of 2022, but only 3 percent of car users shifted to public transport which was less than 

envisioned - while overall demand increased.95 To keep public transport attractive, coordinated 

planning of an integrated network layout with synchronized schedules between different 

modes and routes, and  proper information provision is needed to keep transport times as short 

as possible.96 Comfortable, clean, well-equipped vehicles and convenient ticketing systems can 

also increase its attractiveness.  

The Effort Sharing Regulation, already described in the previous subsection, allows 

member states flexibility in how they reach their goals among the various sectors, which is why 

transport emissions have been able to increase as they are offset by reductions in other sectors.  

Energy savings in transport can count towards meeting energy saving obligations (Article 7) 

under the Energy Efficiency Directive97, which can result in lower emissions depending on 

 

 

 

93 Vehicle groups with environment-differentiated toll rates, https://www.epass24.com/faq/vehicle-groups-with-
environment-differentiated-toll-rates/, accessed: 11/21/2022 

94 Downtown congestion pricing study, February 2020, Case Study: Stockholm, https://www.sfcta.org/sites/de-
fault/files/2020-02/Congestion%20Pricing%20Case%20Studies%20200213%20-%20Stockholm.pdf, ac-
cessed: 11/21/2022 

95 Germany’s 9-euro ticket did not take (enough) cars off the road, Railtech.com, 09-08-2022, https://www.rail-
tech.com/all/2022/08/09/germanys-9-euro-ticket-did-not-take-enough-cars-off-the-road/, accessed: 
11/22/2022 

96 Poliak M., Poliaková A., Mrníková M., Šimurková P., Jaśkiewicz M. and Jurecki R. (2017) The Competitiveness 
of Public Transport, Journal of Competitiveness, Vol. 9, Issue 3, pp. 81 - 97, September 2017, DOI: 
10.7441/joc.2017.03.06 J 

97 2012/27/EU, current consolidated version, available at: https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A02012L0027-20210101, accessed: 25/11/2022 
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the transport fuel mix. The newly proposed EU efficiency target reflects the reduction potential 

of ETS2.98  

The Fit for 55 proposal also strengthens the 2030 CO2 emission standards for new cars 

and vans using 2021 as a baseline, from 37,5% to 55% and 31% to 50%, respectively. The 2035 

target would already reach -100%, meaning that on new conventional cars could enter the mar-

ket.99 This will contribute a more rapid decarbonisation of transport, lower energy costs, 

greater energy efficiency and environmental benefits. It is complementary to ETS2 and other 

related instruments by setting a predefined pathway for both the automotive industry and car 

users, thus helping to tackle market failures that limit the technology switch, especially con-

sumers undervaluing future fuel savings when purchasing a car and split incentives for rental 

cars and company fleets.100 What the regulation cannot address is increasing demand for car 

transport. 

The proposed amendment of the Renewable Energy Directive101 sets 2030 targets for the 

transport sector and sustainability criteria for biofuels. Instead of establishing a prescribed 

share of renewables, it sets a 13% greenhouse gas intensity reduction target, which is reflective 

of the challenge facing more than half of the member states to meet the 10% target by 2020.102  

The 2030 sub-target for advanced biofuels is 2.2%, and 2.6% for renewable fuels of non-

biological origin (RFNBOs, e.g. hydrogen). The sustainability criteria are extended to the 

minimum share of GHG emission savings required by RFNBOs and recycled carbon fuels to be 

counted towards the targets (70%). These two fuels will also be subject to strict monitoring and 

reporting obligations with the expansion of the EU database that will enable lifecycle GHG 

emissions tracing to prove compliance. Since renewable electricity consumption is considered 

to reduce GHG emissions 100%, which biofuels are unlikely to reach, this can be considered 

 

 

 

98 Proposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL on energy efficiency 
(recast) COM/2021/558 final: https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A02019R0631-20211202 (consolidated text), accessed: 25/11/2022 

99 Regulation setting emission standards for new cars and light commercial vehicles: Regulation (EU) 2019/631, 
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32019R0631. The proposal for revision 
COM/2021/556 final is available at: https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX:52021PC0556, accessed: 25/11/2022 

100 Impact Assessment accompanying the amending regulation of (EU) 2019/631, SWD/2021/613 final, 
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021SC0613, accessed:20/11/2022 

101 RED II 2018/2001/EU, Consolidated version: https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A02018L2001-20220607, and its proposed amendment: https://eur-lex.eu-
ropa.eu/legal-content/EN/TXT/?uri=CELEX%3A52021PC0557, accessed: 22/11/2022 

102 Eurostat (2021) EU meets 2020 renewable energy target in transport, https://ec.europa.eu/euro-
stat/web/products-eurostat-news/-/ddn-20220202-2, accessed: 20/11/2022 
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the most efficient renewable source to achieve road transport targets. The combination of RED, 

strict CO2 emission standards, and the declining cap on emissions under ETS2 should finally 

reverse the upward trend in transport emissions. 

The Alternative Fuel Infrastructure Directive (AFID)103 aims to ensure a sufficient 

number of recharging and refuelling stations to promote the uptake of electric and low-

emission vehicles.  It requires member states to adopt National Policy Frameworks outlining 

their targets and milestones for the development of national alternative fuels infrastructure. 

The proposed AFID revision would make it a legally binding regulation, including common 

technical specifications and requirements in the EU (AFIR).104 Member states would have to 

provide at least 1kW of publicly accessible fast-charging capacity per battery electric vehicle 

(BEV). The chargers will have to be digitally connected and capable of smart charging, thus 

ensuring price transparency, interoperability, data provision and sharing, and adequate 

payment options. To trans-EU trips, charging stations will have to be installed across the TEN-

T network with every 60 km, reaching at least 600 kW by 2035. The legislation is a prerequisite 

for reaching the targets set by the above-mentioned policy instruments and complementary to 

ETS2 in spurring demand for zero and low emission vehicles.  

The Clean Vehicles Directive105 sets the rules for member states public procurement of 

alternative fuel vehicles. It determines country specific minimum targets for the share of clean 

and zero-emissions vehicles, including light duty vehicles, trucks, and buses. Only zero 

emission light duty vehicles will comply from 2026, and the minimum share varies between 

17.6% and 38.5% for member states. The shares for buses are higher and set to increase from 

2026 to 2030 compared to the first five years of the decade, from 25%-45% to 33%-65%, and 

at least half must be zero-emission. The directive promotes clean mobility by increasing the 

demand for low emission vehicles, thus facilitating emission reduction in public services and 

public transportation. 

Restrictive policies in local transport, such as low emission zones, speed limits, vehicle 

access restrictions, reduce demand for passenger cars. If combined with redesigned road 

 

 

 

103 2014/94/EU, consolidated version: https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A02014L0094-20211112, accessed:  27/11/2022 

104 Proposal for the Alternative Fuel Infrastructure Regulation (AFIR), COM (2021) 559 final, https://eur-lex.eu-
ropa.eu/legal-content/en/TXT/?uri=CELEX%3A52021PC0559, accessed:  27/11/2022 

105 2009/33/EC, consolidated text: https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A02009L0033-20190801, accessed:  27/11/2022 
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systems, proper bicycle networks, pedestrian areas, and convenient public transport, traffic 

can be effectively managed. Many cities have already reclaimed space successfully from car 

traffic, for example in Strasbourg, Oxford, Vienna and Barcelona. These measures have high 

public acceptance in most cases due to improved air quality and reduced traffic.106 Green areas 

also alleviate negative climate effects like heat islands. Limiting motorized transport can 

effectively curb emissions and contribute to the ETS2 transport target. 

Although the Car Labelling Directive107 is meant to influence car purchase decisions by 

providing information on fuel efficiency and carbon emissions, results are mixed. Although it 

could contribute to the sales of cleaner vehicles, sales in the sport utility vehicle (SUV) segment 

continue to grow, representing 42% of new cars registered in 2020.108 According to the IEA, 

this trend continued in 2021, not only in Europe but also in the US and India, accounting for a 

record 45% of global car sales.109 The popularity of large passenger cars is a problem from the 

perspective of climate change, and underline the necessity of incorporating the cost of carbon 

and other pollutants into the price of fossil fuels.  

Other information-related tools include the policy of cities and public transport 

companies to provide adequate information for routes and timetables, and the actual 

movement of transport vehicles to help plan local and inter-city journeys. Updated information 

make public transportation faster and more convenient, more effectively contributing to lower 

individual car use. 

Overall, it is clear that the policies and measures introduced so far have not been suc-

cessful in reversing the growth in transport emissions. The COVID-19 epidemic and 

the current high fuel prices environment have reduced emissions, but only temporar-

ily. Household demand for private transport is one of the most important factors in the 

growth of emissions. While the future evolution of transport emissions may be strongly 

 

 

 

106 IEA (International Energy Agency) (2021), Net Zero by 2050, A Roadmap for the Global Energy Sector 
https://iea.blob.core.windows.net/assets/20959e2e-7ab8-4f2a-b1c6-4e63387f03a1/NetZeroby2050-
ARoadmapfortheGlobalEnergySector_CORR.pdf, accessed: 6/20/2021 

107 1999/94/EC, consolidated version: https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/?uri=CELEX%3A01999L0094-20081211, accessed: 04/12/2022 

108 EEA(2022) CO2 performance of new passenger cars in Europe, https://www.eea.europa.eu/ims/co2-perfor-
mance-of-new-passenger, accessed: 27/11/2022 

109 IEA (2022) Global SUV sales set another record in 2021, https://www.iea.org/commentaries/global-suv-sales-
set-another-record-in-2021-setting-back-efforts-to-reduce-emissions, accessed: 27/11/2022 
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influenced by tightening CO2 emission standards for new vehicle sales, the rate of re-

placement for conventional vehicles, especially important for older imported cars in 

Eastern European countries, remains unknown110. More restrictive local policies can 

also mitigate car use and contribute to reducing emissions, but the ever-growing urban 

sprawl counteracts this. 

The decomposition analysis in Hiba! A hivatkozási forrás nem található. reveals the 

contribution of the main drivers of passenger car emissions, which include: 1) land-based 

passenger car transport activity measured by passenger kilometres (pkm); 2) the modal share 

measured by passenger-kilometres travelled by cars in overall passenger transport; 3) energy 

efficiency, calculated as the energy consumed per passenger-kilometre by passenger cars, 4) 

effect of electrification  approximated as the share of non-electric energy (fuels) in the energy 

consumption of vehicles; the 5) biofuel effect, measured as the share of fossil fuels in non-

electric energy consumption by passenger cars; and 6) carbon intensity of fossil fuels defined 

as the CO2 emissions per unit of fossil fuel consumed. As the figure shows, growth in CO2 

emissions from 2000 is mainly due to passenger car transport demand, which increased by 

16.6% over this period. Vehicle energy efficiency and biofuels have reduced emissions but 

cannot offset the impact of increased car transport activity.  

 

 

 

 

110 Eurostat, Age of Passenger Cars on 31 December 2020, https://ec.europa.eu/eurostat/statistics-explained/in-
dex.php?title=File:Age_of_passenger_cars,_2020_(i_e_on_31_December_2020)_v2.png&oldid=574053, 
accessed: 28/11/2022 
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FIGURE 9: DECOMPOSITION ANALYSIS OF THE CO2 EMISSIONS FROM PASSENGER 
CARS IN THE EU-27, 2000-2019 — (%) 

 

Source: EEA, 2022, p. 26.111 

 

 

 

 

 

 

111 EEA Report No 02/2022 Transport and environment report 2021 Decarbonising Road transport — the role of 
vehicles, fuels and transport demand, https://www.eea.europa.eu/publications/transport-and-environment-
report-2021, accessed: 2022/11/10 
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4 CREATE AN ETS THAT IS FEASIBLE 

This chapter attempts to identify the merits of emission trading schemes (ETS) that are ame-

nable for political feasibility. 

4.1 The political economy of climate policy  

In the short history of climate policy there has been much debate and little overall impact on 

greenhouse gas emissions. Yet, this is the policy arena where the most important regulatory 

innovations are being developed to hopefully become major building blocks of an effective Eu-

ropean and global solution to climate change. 

Climate policy was never going to be easy for governments. First of all, climate policy is a col-

lective action problem, as detailed by Olson112: in order to reach an effective climate policy, the 

number of individual actions required for collaborative action is extremely large and the ben-

efits unevenly distributed to strangers – a classical free rider scenario. Bearing the upfront 

costs of climate mitigation is a negative welfare proposition for first movers and positive wel-

fare effects only accrue in the longer run for most.113  

To make things more challenging, welfare is equitable only under theoretical economic terms. 

Behavioural economists have proved (Kahneman et al.114) the significant scale of the endow-

ment effect, a term marking the observation that economic individuals tend to value their pre-

existing ownership rights more than the value they would be willing to pay for them in the 

present. For climate policy, this translates to the uncomfortable truth that if individuals are 

offered to trade the instant cost of mitigation for the future welfare gain of avoided adverse 

climate effects, they are likely to turn down the offer, even if the welfare gain adjusted for time 

preference is significantly larger than the cost. Put another way, shifting the decision dilemma 

into the realm of individual perception of welfare gains realized by individuals living far off in 

 

 

 

112 Olson, M., 1984. The Rise and Decline of Nations: Economic Growth, Stagflation, and Social Rigidities. Yale 
University Press, New Haven, CN/London 

113 There are important short term positive effects involved (cut back air pollution, less traffic) which are not dis-
cussed here. 

114 Kahneman, Daniel; Slovic, Paul; Tversky, Amos (1982). Judgment Under Uncertainty: Heuristics and Biases. 
Cambridge University Press and Kahneman, Daniel; Knetsch, Jack L.; Thaler, Richard H. (1990). "Experi-
mental Tests of the Endowment Effect and the Coase Theorem". Journal of Political Economy. 98 (6): 1325–
1348. doi:10.1086/261737. 

doi:10.1086/261737
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time (future generations) and in space (global benefits) and the chances of an effective climate 

policy melt down dramatically. 

For all the above reasons, it is difficult for policy makers to ask citizens and companies to bear 

the costs of climate mitigation. Thus, the economic setup of carbon mitigation can be likened 

to a philanthropic project. Though individuals do harbour a willingness to pay (WTP) for 

causes they deem worthy, it is insufficient from the climate perspective. (Jenkins115) There is 

also a moral dynamic to climate mitigation for the current generation enjoying high living 

standards in developed countries founded upon the carbon intensive industrial revolutions of 

the past two centuries. The onset of manmade climate change is disproportionally due to this 

accumulated welfare as opposed to the onset of carbon intensive economic growth in less de-

veloped countries whose citizens feel entitled to similarly unlimited disposal of GHGs into the 

atmosphere.  

Despite the challenging constellation of these circumstances, there are successful cases docu-

mented in the literature that demonstrates climate policy successes. With careful design, har-

monized regulatory and legislative tools can overcome the inherent complexities to deliver an 

effective, politically feasible climate policy. The authors of this study believe that tailormade 

emissions trading schemes are the most effective tool. 

4.2 Why to prefer ETS above all 

Despite doubts and hesitation, an emissions trading scheme is superior to any alternative reg-

ulatory instrument in mitigating GHG emissions in a fair and just manner that protects the 

most vulnerable by combining the most important dimensions of regulatory intervention: ef-

fectiveness and efficiency with reallocation of carbon scarcity rents according to political pref-

erences 

• Effectiveness in the degree of certainty with which a quantitative emissions target is 

achieved by an instrument 

 

 

 

115 Jenkins, J (2014) Political economy constraints on carbon pricing policies: What are the implications for eco-
nomic efficiency, environmental efficacy, and climate policy design? Energy Policy 69 (2014) pp. 467–477, 
https://doi.org/10.1016/j.enpol.2014.02.003 
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• Economic efficiency for the least-cost solution to any emissions target in terms of social 

welfare 

• Scarcity rents of carbon rights are the economic value of the emission allowances 

These dimensions will be further explored below. 

Effectiveness: delivering on targets 

The first EU ETS (ETS1) started in 2005 with a 3-year pilot period (Phase 1) joined by two new 

member states – RO and BG. Phase 2 was executed from 2008 to 2012, joined by three other 

countries - IS, NO, LI – also adding new types of GHG. Phase 3 lasted from 2013 through 2020, 

incorporating new sources of GHG and significant reforms, namely backloading and the mar-

ket stability reserve. Overall, EU emissions under an ever-broadening regulated pool has sig-

nificantly and consistently decreased - by 37% since ETS was established - as opposed to the 

non-regulated ESD/ESR emissions, which fell by only 13% over the same period, largely stag-

nating over the past decade. ETS is on track to meet its targets and, encouraged by the success, 

the Phase 4 annual reduction factor target will be bumped from 2.2% to 4.2%, resulting a prom-

ising 61% overall reduction of the largest emitting sectors. 
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FIGURE 10: ETS1 PHASES 3 AND 4 TARGET PATHS  

 

Source: ERCST 2022116  

 

The declining cap of emission allowances has delivered lower emissions, becoming one of the 

most powerful regulatory instruments ever implemented in modern environmental policy. Af-

ter several reforms and fine tuning, by now the ETS1 has the credibility, enforceability, and 

robustness to cover more than 10 thousand installations and over 40% of EU GHG emissions. 

The most recent FF55 Proposal seeks to lower the ETS1 cap to by 61% compared to 2005, and 

policy makers can be sure that the scheme will deliver - but at what cost? 

Cost-efficiency: ensuring the minimum social cost 

The social cost of any environmental policy is the total cost of emission abatement borne by 

those who are subject to the regulation, and rents are not part of this calculation (see below). 

The social cost is the sum of individual abatement costs, which policy makers can minimize by 

ensuring that marginal abatement costs are equalized over the regulated pool of emitters. 

 

 

 

116 ERCST (2022) 2022 State of the EU ETS, Stakeholder consultation https://ercst.org/wp-content/up-
loads/2022/04/20220527-Slides_ERCST-Final-for-website-.pdf, accessed: 10/2022 

https://ercst.org/wp-content/uploads/2022/04/20220527-Slides_ERCST-Final-for-website-.pdf
https://ercst.org/wp-content/uploads/2022/04/20220527-Slides_ERCST-Final-for-website-.pdf
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(Tietenberg117) Intuitively, this means that the emission of any individual polluter is reined in 

only until the abatement of the last unit cannot be achieved at lower cost in another location. 

In that case, it is socially desirable that the costlier clean-up by one polluter is traded for a less 

costly abatement of another. It is not only the two of them who are better off but the whole of 

society. When marginal abatement costs are even and thus the welfare loss of government in-

tervention is minimized, producer and consumer welfare are reduced to the least possible ex-

tent. 

An ETS automatically equalizes the cost of emitting or cleaning up the last unit of pollution by 

the universal market price of allowances. There are several regulatory tasks required to ensure 

the proper functioning of an ETS, but the most important work is done by market forces in 

determining the cost-efficient allocation of the allowance cap among the polluters. 

High certainty of delivering the emissions target and finding the social minimum of policy costs 

makes the ETS the best underlying instrument for climate policy makers in any sector or juris-

diction. On top of that, such schemes provide the government with the significant flexibility 

for reallocating the carbon rent without compromising either the effectiveness or the cost-effi-

ciency of the policy. 

Carbon scarcity rents: redistribution can benefit the most vulnerable 

As noted above, there is a rent associated to every environmental policy, which is not to be 

confused with a social cost of policy. Paying an emission tax or buying an emission allowance 

feels like a policy cost for polluters but, in economic terms these are rents collected from a pool 

of actors and get reallocated for the benefit of other actors – an indifferent reshuffling from the 

social welfare perspective. 

The rent emerges from the scarcity of emission rights. Whilst emissions are free, there is no 

economic value assigned to the right of pollution until a pollution tax per emission unit is in-

troduced, putting a price on the right of emitting each unit of pollution. Introducing an ETS 

assigns a market price to each unit of pollution allowance. 

An emission tax is only a one-way transfer of the scarcity rent from polluters to the government 

for their remaining emissions when paying the tax is deemed more economical than cleaning 

 

 

 

117 Tietenberg, T. (2018) with Lewis, L.,: Environmental and Natural Resource Economics, pp. 333-352., by 
Routledge, Taylor & Francis 
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up an additional unit of pollution. However, with ETS, the transfer can be administered both 

ways. Auction the emission allowances and the rents are collected by the government similarly 

to taxes. Alternatively, distribute them for free and the benefit transfer goes from the govern-

ment to the polluters. Design a blend of free allowances and auctioning and you can optimize 

the necessary trade-off between public acceptance of the new policy and government revenues. 

This is the key to political feasibility as evidenced by the success of ETS1.  

4.3 Take feasibility advantage of the initial allocation of allowances  

As argued above, it is highly unlikely that a carbon tax of similar magnitude to ETS1 would 

have been feasible. Moreover, it is highly unlikely that ETS1 could have ever been introduced 

without free initial allocation of allowances to all polluters in the early years or a very slow 

phase-out of free allowances for the most vulnerable polluters (being the most carbon intensive 

manufacturing companies in the most internationally competitive sectoral markets). See in the 

following chart how auctioning shares go from zero to some 50% in a decade. 
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FIGURE 11: SIGNIFICANCE OF FREE ALLOWANCE ALLOCATION IN ETS1, 2005 -
2021 

 

Source: own graphic based on EEA data publication118  

 

Based on these considerations, we are convinced that an ETS can be customized to fit the build-

ings and transportation sectors with the initial allocation of allowances safeguarding the most 

vulnerable. Such a design can ensure political feasibility, which is critical: without regulatory 

stability and credibility, the much-needed carbon mitigation investments would not be made 

in these sectors. 

Therefore, we are proposing three fundamental pillars for the ETS2: (i) A positive discrimina-

tory allowance allocation regime, meaning free allowances for the household building sector 

and, auctioned allowances for the transportation sector and the commercial and public seg-

ments of the buildings sector; (ii) Setting up a National Carbon Fund at the Member State’s 

level to receive and harbour revenues from the auctioning of allowance assigned to the Member 

 

 

 

118 https://www.eea.europa.eu/data-and-maps/dashboards/emissions-trading-viewer-1 ; accessed: 05/10/2022 
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State and to earmark auction revenues to preferred beneficiaries; (iii) A super ESCO to coor-

dinate and supervise an accredited ESCO ecosystem for investing the dedicated carbon funds 

in the household buildings sector. 

Free allowances for the household buildings sector  

This section argues for the free initial allocation of emission allowances related to the house-

hold buildings sector according to technical status of the household buildings stock, socio-eco-

nomic considerations of the building stock and household energy bills. Commercial and public 

buildings are not to receive free allocations. 

The household buildings stock is extremely complex technically and socio-economically. The 

actual energy efficiency of the building stock is mostly unknown since only a small share of 

residential buildings possess an energy certificate. The average share of EU residential build-

ings with EPCs was 8.7% in 2015.119  

Households themselves are often unaware of the technical status of the building. Many house-

holds only own or rent an apartment in a multi-flat structure, not knowing much about the 

heating system, the insulations, the walls, the roof. Even detached family houses are difficult 

to assess. Buildings constructed decades ago may be missing documentation for past changes 

made. 

The socio-economic considerations are equally important. A deep household renovation is a 

huge investment and switching from a carbon intensive energy system (heating oil or natural 

gas) to low carbon (heat pump) is even bigger. Even if the value of the property would increase 

to reflect the improvement, this is not realized in financial terms until the property is sold. 

Furthermore, households in economically depressed areas do not have sufficient demand for 

property ownership to allow the market value of the property grow enough to pay back these 

investments.  

 

 

 

119 EU Building Stock Observatory, https://ec.europa.eu/energy/eu-buildings-database_en; accessed: 05/11/2022 

https://ec.europa.eu/energy/eu-buildings-database_en
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Studies and regulatory experience confirm that most households need assistance for identify-

ing and realizing the energy efficiency and energy system investments that are the best fit for 

them.120 Here, allowances can be turned into effective tools of assistance. 

Also, it is important to remember that most households cannot be convinced that decarboniz-

ing their energy system is in their own best interest, – and it is not, at least in strict economic 

terms. Decarbonizing the energy system of the household building stock is rather a community 

interest for the benefit of later generations. 

Households pay a significant amount of their earnings on energy use, especially in the lower 

tier of income distribution. Free emission allowances for household buildings would instantly 

reduce cost pressure on energy bills. Yet, any decision taken to reduce carbon intensive energy 

use would pay off in the form of unused allowances that can be sold in the market to realize 

benefits. 

 

 

 

120 Inter alia: Giraudet, L. G., 2020: Energy efficiency as a credence good: A review of informational barriers to 
energy savings in the building sector, Energy Economics, Volume 87, 104698, ISSN 0140-9883, 
https://doi.org/10.1016/j.eneco.2020.104698.; Palmer, Karen and Walls, Margaret and O'Keeffe, Lucy, Put-
ting Information into Action: What Explains Follow-Up on Home Energy Audits? (July 13, 2015). Resources 
for the Future Discussion Paper 15-34, Available at SSRN: https://ssrn.com/ab-
stract=2630120 or http://dx.doi.org/10.2139/ssrn.2630120 

https://doi.org/10.1016/j.eneco.2020.104698
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FIGURE 12: CREDIBILITY OF PERMANENT CAP REDUCTION IS KEY TO ABATEMENT – 
(ILLUSTRATION) 

 

 

Auctioned allowances for the transportation sector  

We argue in favour of allowance auctioning in the transportation sector because of the fast 

turnover of the technical stock, wide variety of opt-out choices, and socio-economics of own-

ership and use of facilities. 

Turnover of the technical stock in the transportation sector is much faster than for buildings 

because the typical lifespan of transportation vehicles is much shorter - on average between 

8.0 and 35.1 years in the EU (18.1 years in Western and 28.4 years in Eastern European coun-

tries.121) Moreover, while outdated buildings are renovated not demolished, outdated vehicles 

lose value and are dumped, translating to a much quicker technical modernization. Therefore, 

auctioning allowances is not only syphoning the rents but provides a very effective leverage to 

replace vehicle stocks with less carbon intensive options. 

 

 

 

121 Held, M., Rosat, N., Georges, G. et al. Lifespans of passenger cars in Europe: empirical modelling of fleet turno-
ver dynamics. Eur. Transp. Res. Rev. 13, 9 (2021). https://doi.org/10.1186/s12544-020-00464-0 
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Transportation needs of households and businesses can often be supplied by many alternative 

facilities or modes. Substitutes for internal combustion engine vehicles are abundant, between 

alternative fuel vehicles, public transportation, combining with non-motorized modes, or 

simply reducing travel needs (see section 3.2 on transport measures). 

Finally, as opposed to household ownership of buildings or apartments in buildings, ownership 

of cars and other motorized vehicles is often less of a necessity and, consequently, less preva-

lent, though this may not hold for rural areas where public transportation cannot meet the 

mobility needs of the citizens.122 Overall, in transport it is easier to replace a burdensome facil-

ity with an alternative or switch modes and forfeit ownership completely. Instead of investing 

into low carbon transport facilities, small businesses can outsource their transportation needs 

to professional shipment companies who can manage carbon costs more efficiently. 

The emergence of the allowance price  

It is important to remember that the initial allocation of the emission allowances has no impact 

on the allowance price. The allowance price will be determined by the scarcity of emission al-

lowances set by the total number of allowances (cap, supply) relative to the aggregate of re-

maining emissions at various costs (demand). The allowance price emerges from the allowance 

market, and the way allowances are initially distributed among polluters is indifferent (under 

certain constraints that likely hold for the proposed ETS2 scheme).123 This has no impact on 

the allowance price because it is driven by the countless decisions polluters make about how 

much of their emissions get abated and how much get emitted with equivalent amounts of 

allowances to be surrendered. 

 

 

 

122 Share of people living in households owning or renting their home was 70% in the EU in 2020. In terms of pas-
senger cars per inhabitants, Eastern Member States registered the lowest numbers, while the Western Member 
States recorded higher rates but with some marked regional disparities. The EU average is 0,53 passenger cars 
per inhabitant. Sources: (https://ec.europa.eu/eurostat/cache/digpub/housing/bloc-1a.html)  and 
https://ec.europa.eu/eurostat/web/products-eurostat-news/-/ddn-20220727-
1#:~:text=In%202020%2C%20there%20were%200.53,per%20inhabitant%20in%20the%20EU 

123 As Hahn and Stavins prominently wrote: “This property is important because it means that the government can 
establish the overall pollution reduction goal for a cap-and-trade system by setting the cap and leaving it up to 
the legislature to construct a constituency in support of the program by allocating the allowances to various 
interests without affecting either the environmental performance of the system or its aggregate social costs.” 
See in: Hahn, R., and Stavins, R. The Effect of Allowance Allocations on Cap-and-Trade System Performance, 
The Journal of Law & Economics , Vol. 54, No. 4, Markets, Firms, and Property Rights: A Celebration of the 
Research of Ronald Coase (November 2011), pp. S267-S294 Published by: The University of Chicago Press for 
The Booth School of Business, University of Chicago and The University of Chicago Law School Stable URL: 
https://www.jstor.org/stable/10.1086/661942, accessed: 07/10/2022 

https://ec.europa.eu/eurostat/cache/digpub/housing/bloc-1a.html
https://ec.europa.eu/eurostat/web/products-eurostat-news/-/ddn-20220727-1#:~:text=In%202020%2C%20there%20were%200.53,per%20inhabitant%20in%20the%20EU
https://ec.europa.eu/eurostat/web/products-eurostat-news/-/ddn-20220727-1#:~:text=In%202020%2C%20there%20were%200.53,per%20inhabitant%20in%20the%20EU
https://www.jstor.org/stable/10.1086/661942
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Once the allowance price emerges, it becomes one of the production factors for energy products 

and services. Market prices of energy products and services will be increased proportionally to 

their carbon intensity once the market price of carbon is established by a cap-and-trade 

scheme. The energy prices will be marked up by the unit cost of carbon which consumers will 

have to pay. The price of more carbon intensive energy products and services will increase 

more than the prices of less carbon intensive energy products and services, which at the core 

is why ETS is introduced in the first place.  

4.4 Redistribute auctioning revenues to permanent decarbonization 

projects within the sector 

Above we argued for positive discriminatory allowance allocation by limiting auctioning to the 

commercial buildings and transportation sector. A possible additional building block of our 

proposal is to redistribute additional funds from ETS1 and ETS2 auctioning revenues to the 

buildings and transportation sectors to speed up their renovation.  

The redistribution of benefits from carbon allowances has no impact on energy prices but can 

make a huge difference in helping the least competitive and most socially vulnerable segment 

of polluters: household buildings. Decarbonizing this segment is more important for the com-

munity than for the households themselves and investments are beyond the economic capacity 

of many households. Thus, it is economically sound and morally desirable that the government 

redistributes a significant part of its auctioning revenues to decarbonizing household build-

ings, followed by public buildings and transportation. 

Redistributing the auctioning revenues within the transportation sector can also be very effec-

tive. There are development projects that deliver significant amounts of permanent carbon re-

duction in transportation such as railways and redesigning urban areas. 

Collect auction revenues in a dedicated National Carbon Fund  

Auctioning revenues should be aggregated into a special fund dedicated to deep and permanent 

decarbonization of the buildings and transportation sectors. The Fund should be nationally 

administered, regulated by legislation and supervised by the government. After the National 

Assigned Authority executes the auctions, the revenues should be deposited safely into the Na-

tional Carbon Fund to prevent devaluation by inflation until spending. This will be guided by 

rules and regulations ensuring political feasibility and economic efficiency with any extra ear-

marked for later spending. 
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When working out the rules and regulations, most but not all of the Fund should go exclusively 

to deep and permanent carbon mitigation projects in the household buildings sector. 

The Fund can also include ETS1 auction revenues. Decarbonizing household buildings may 

prove to require more state subsidy than that available from the auctioning revenues within 

ETS2. 

The Fund is authorized to refinance the qualified investments that are managed exclusively by 

the dedicated Super-ESCO. The Fund pays off eligible costs of the Super-ESCO ex-post, after a 

carbon mitigation investment into the household buildings sector is verified by an accredited 

auditor. In this way the Fund is not involved in direct financing of renovation projects.  

FIGURE 13: THE CONCEPT OF COMBINING FREE ALLOWANCES FOR THE HOUSEHOLD 
BUILDINGS SEGMENT WITH ALLOWANCE AUCTIONG FOR THE REST OF 
THE SECTORS WITH BENEFIT REDISTRIBUTION  
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4.5 Set up a Super-ESCO for implementing deep renovations and 

channelling auction revenues to the most needed 

There are millions of household buildings awaiting permanent and deep decarbonization, each 

of them needing to be evaluated, designed, contracted and developed individually. This mas-

sive transformation cannot be efficiently and effectively completed without specialized profes-

sional companies finding business opportunities in each project they implement. The ESCO 

approach is well suited for this job.  

ESCOs can be guided to select decarbonization projects in household buildings. All building 

decarbonization projects can be grouped into one of the two master solutions: maximizing en-

ergy efficiency and minimizing use of fossil fuels. Energy efficiency is the priority, and it is a 

well-known space for ESCOs that have been financing and implementing renovations that re-

duce energy consumption of buildings. ESCOs contract the households to pay back the invest-

ment costs through their energy bills, which only start to decrease after the ESCO collect their 

investments and margins. This has proved to be a win-win game in many countries.124 

After substantial cut-backs on energy consumption by deep renovations, the remaining energy 

needs of the buildings must be decarbonized. This means electrification (ambient heat use by 

heat pumps) and switching to renewable energy sources (solar, biogas, geothermal). This can 

all be assigned to ESCOs that will accumulate experience and technology in the decarboniza-

tion of household buildings and provide customized solutions along with ESCO-contracts. The 

contracts, like energy efficiency investments, would guarantee a payback for the investments 

and margins through the energy bills. Until payback, decarbonized households continue pay-

ing monthly instalments that correspond to their fossil energy bills at the time of the contract. 

After payback, the contract is terminated, and households can start to enjoy the benefit of their 

decarbonized energy supply.  

This concept can be self-financed for a large segment of household buildings where the cost of 

the investments is manageable from the perspectives of the value of the energy bill and the 

 

 

 

124 The value of the global ESCO market grew 8% to USD 28.6 billion in 2017, up from USD 26.8 billion in 2016. 
China continues to underpin the global ESCO market, growing 11% to USD 16.8 billion in 2017. IEA (2021) 
ESCO contracts; https://www.iea.org/reports/energy-service-companies-escos-2/esco-contracts, accessed: 
25/11/2022  

https://www.iea.org/reports/energy-service-companies-escos-2/esco-contracts
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building. Payback time will be reasonable unless the annualized cost of investment is dispro-

portionate to the annual energy bill. Risk of losing the investment will be low unless the value 

of the investment is disproportionate to the value of the building or apartment. ESCOs, banks 

and even households themselves will be comfortable with financing projects on these terms. 

If the costs and risks prove to be disproportionate, additional support from auctioning reve-

nues can be very effectively channelled back. 

The rich experience of the ESCO industry suggests that, from the two basic types of contracts 

between customers and ESCOs, the shared savings contracts are more attractive for customers 

without significant available financing for the investments.125 In developed countries with well-

established property markets, legal regulations and banking services, clients may easily obtain 

a bank loan or invest their own equity and contract an ESCO for guaranteed savings on the 

energy bills, or carbon, in this case and pay service fees for the ESCO as agreed. 

To ensure full roll-out of the model, ESCOs should be enabled to offer shared savings contracts 

for the households that cannot or would not finance the investments themselves or through 

bank loans. In such cases, ESCOs inevitably assume both the technical and credit risks of the 

customer. In return, ESCOs need support to make up for the lack of borrowing capacity for 

riskier investments, which is where the National Carbon Fund applies.  

The Super-ESCO is set up for selection and supervision of the ESCOs managing the scheme. 

The Super-ESCO is a government body or an entity with a governmental concession aiming to 

run the ESCO model to achieve decarbonization goals. The Super-ESCO works out the rules of 

ESCO accreditation and supervision, works out a catalogue of preferred actions for ESCOs and 

households that facilitates project financing, dismantles barriers to external financiers, and 

develops rules for monitoring and verification of justified spending with independent auditors.  

The Super-ESCO aims to assist individual ESCOs by aggregating projects and driving down 

transaction costs through standardization, training, capacity building, dissemination. IEA 

(2021) groups the main barriers to implementing efficiency projects into three categories: 

awareness, budgeting and contracting. The Super-ESCO will surmount these barriers through 

knowledge transfer and funding from carbon revenues.  

 

 

 

125 Ibid. 
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The Super ESCO concept  

Only recently energy efficiency has emerged as a key priority for climate change mitigation in 

both the public and private sector  

Customers around the world have increasingly enlisted special Energy Service Companies 

(ESCO) to design and implement energy savings and energy efficiency measures on their prem-

ises. However, the ESCO mechanism itself carries a number of challenges, namely limited tech-

nical capacities, budget and resources, and delays. The Super ESCO concept is designed to 

minimise and overcome these challenges by taking lessons process.  

The Super ESCO concept was developed in the 1990s to address the limitations of the Energy 

Performance Contracting (EPC) scheme and the overall sector’s lack of capacity, willingness, 

or interest to become involved in project financing. Super ESCOs are one of the mechanisms 

used to overcome barriers hindering the large-scale implementation of energy efficiency pro-

jects.126  

 A Super ESCO is an entity created by public investors or government that offers a full spectrum 

EPC services, including adapted financing and subcontracts for private-sector ESCOs that 

guarantee savings. Given their unique status in the place of operation, Super ESCOs often re-

inforce capacity in existing private-sector ESCO sectors and may also help set up new ESCOs 

to grow the market.1 The more ESCOs on the market, the more energy efficiency projects can 

be realized to speed up decarbonization. The conceptual model of the Super ESCO is provided 

below in Figure 13. 

 

 

 

126 Econoler (2021) An Innovative Approach to Unlock Energy Efficiency Potential, , https://econoler.com/wp-
content/uploads/2021/01/The-Econoler-Series_SuperESCO.pdf, accessed: 2022/11/28 

 

https://econoler.com/wp-content/uploads/2021/01/The-Econoler-Series_SuperESCO.pdf
https://econoler.com/wp-content/uploads/2021/01/The-Econoler-Series_SuperESCO.pdf
https://econoler.com/wp-content/uploads/2021/01/The-Econoler-Series_SuperESCO.pdf
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FIGURE 14: GENERAL CONCEPT OF THE SUPER ESCO FUNCTIONING  

 

Source: Econoler, 2021  

 

The buildings/household buildings sector is represented by energy end users in Hiba! A hi-

vatkozási forrás nem található.. The financial institutions group could include the fund 

collecting the auctioning revenues from climate change mitigation projects as well as other 

governmental funds. 

The role of the Super ESCO foresees managerial and technical supervision for a set of the en-

ergy efficiency projects shown in Hiba! A hivatkozási forrás nem található.. The process 

of system functioning is organised and led by the Super ESCO as a central authority. 

FIGURE 15: THE CORE TECHNICAL FUNCTIONS OF THE SUPER ESCO  

 

Source: GIZ, 2021 127 

 

 

 

 

127 GIZ (2021) Super ESCOs, Presentation, https://rcreee.org/wp-content/uploads/2021/09/Econoler-Presenta-
tion-SuperESCOs_21.09.2021.pdf, accessed: 2022/11/12 

Selection and approval 
of the objects

• To qualify the objects 
from Buidings / 
Household Buildings 
sector for energy 
efficiency projects

ESCO selection and 
accreditation

• To select the pool of 
private ESCO 
companies (who will 
implement the energy 
efficiency projects) and 
provide them 
accreditation 

Document 
standardisation

• To develop and 
approve the standard 
ESCO contract, 
financing agreement 
and agreement with 
equipment providers

Quality control

• To ensure the quality 
check on each and 
every stage of the 
energy efficiency 
projects

Project management 
and MRV

• To coordinate the 
energy efficiency 
projects and supervise 
the ESCOs

• To provide monitoring, 
reporting and 
verification activities

https://rcreee.org/wp-content/uploads/2021/09/Econoler-Presentation-SuperESCOs_21.09.2021.pdf
https://rcreee.org/wp-content/uploads/2021/09/Econoler-Presentation-SuperESCOs_21.09.2021.pdf
https://econoler.com/wp-content/uploads/2021/01/The-Econoler-Series_SuperESCO.pdf
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Super ESCO projects includes the following activities: 

• The public administration/building owner wants to reduce energy consumption 

and contract the Super ESCO for an initial assessment of the building. 

• The Super ESCO subcontracts the actualization of the initial assessment to a private 

auditor (ESCO company) based on a framework contract (preselection and certifi-

cation). 

• The resulting measures are discussed and budgeted into a contract between Super 

ESCO and the customer. 

• The Super ESCO outsources the detailed study and technical specifications to pri-

vate ESCOs. 

• After approval, the Super ESCO organises a tender to private installers and contrac-

tors for the implementation of the works and coordinates the planning and imple-

mentation. 

• The Super ESCO pre-finances the works and customers reimburse the Super ESCO 

either directly or spread out over several years. 

Key conditions need to be ensured before establishing the Super ESCO: 

✓ National regulations governing ESCOs and EPCs must be in place. 

✓ After the establishment of a Super ESCO, the government needs to provide it with suf-

ficient funds and human resources to carry out the projects. 

✓ All implementation procedures and necessary documentation between the Super ESCO 

and its various public and private partners should be developed, documented, and 

shared. A support and capacity-building programme must be put in place to ensure 

core stakeholders are involved.128 

International experiences demonstrate that the Super ESCO is very effective in upscaling en-

ergy efficiency services and promoting the private ESCO market in countries where such a 

 

 

 

128 GIZ (2020) Innovative energy efficiency instruments for the MENA region, https://www.giz.de/de/down-
loads/SPM_Innovative_EnergyEfficiencyInstruments_DIAPOL_CE_Web.pdf, accessed: 22/10/2022 

https://www.giz.de/de/downloads/SPM_Innovative_EnergyEfficiencyInstruments_DIAPOL_CE_Web.pdf
https://www.giz.de/de/downloads/SPM_Innovative_EnergyEfficiencyInstruments_DIAPOL_CE_Web.pdf
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market is small or non-existent. The examples of Super ESCOs in Canada, UAE, India and 

Belgium are presented below in Table 1.  

TABLE 6: EXAMPLES OF THE IMPLEMENTED SUPER ESCO PROJECTS  

Super 
ESCO 

Coun-
try 

Year 
of es-
tab-
lish-
ment 

Founders Financial 
source 

Results 

SOFIAC2 
 

Can-
ada 

2020 Government of Que-
bec, Ministry of En-
ergy and Natural Re-
sources of Quebec 
 

Government 
of Quebec, 
FondAction, 
Econoler 
 

Initial financing capacity is USD 
150 mln; first projects launched - 
summer 2021; commitment pe-
riod of 5 years; reimbursement 
period of 15 years after full com-
mitment.2 

Etihad 
ESCO129 

UAE 2013 Government of Dubai, 
Dubai Electricity & 
Water Authority in 
Dubai (DEWA)130 

Dubai Green 
Fund, na-
tional bonds 

7763 buildings increased their ef-
ficiency. Total savings of energy 
resources – 306.7 GWh, total sav-
ings of CO2 emissions – 133.673 
tons of CO2131 

EESL132 
 

India 2009 Government of India, 
Ministry of New and 
Renewable Energy of 
India, NTPC Limited 
(energy company in 
India), PFC (financial 
governmental institu-
tion in India), REC 
Limited (state com-
pany for financing of 
the infrastructure pro-
jects in the energy sec-
tor)133 

Government 
of India, In-
ternational 
banks (Asian 
Develop-
ment Bank, 
World 
Bank)   

Total project investments – USD 
580 mln; total GHG savings – 32 
mln. tonnes СО2 per year134 

 

 

 

129 https://etihadesco.ae/ 
130 https://www.enova-me.com/our-services/selection-case-studies/etihad-esco-retrofit-project-dewa 
131 https://etihadesco.ae/achievments/ 
132 https://www.aeee.in/wp-content/uploads/2018/04/EESL_Ashish-Jindal.pdf 
133 https://eeslindia.org/wp-content/uploads/2020/10/Content_for_Intl_Consultancy_Section_converted.pdf 
134 https://econoler.com/wp-content/uploads/2017/10/Econoler-Super-Esco-ANGLAIS_.pdf 

http://www.dewa.gov.ae/en
http://www.dewa.gov.ae/en
http://www.dewa.gov.ae/en
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Fedesco3 
 

Bel-
gium 

2005 Belgian Federal State 
 

Belgian Fed-
eral State, 
own finan-
cial re-
sources 
Fedesco, 
third party 

450 energy audits, 600 complete 
energy monitored buildings. Total 
investments: EUR 27,4 mln; level 
of average energy savings – 15%-
35%3 
 

 

The key outcomes and benefits from establishing a Super ESCO are the following: 

✓ Accelerating energy efficiency and energy saving programs, primarily in the building 

sector. 

✓ Reduction of GHGs aligned with Green Deal and Paris Agreement goals. 

✓ Enhancing the level of comfort for working and living in the buildings after implement-

ing the energy efficiency project. 

✓ Development of a private ESCO market, usually SMEs, or reinvigorating an existing 

one, by facilitating access to energy efficiency and energy saving and their financing. 

✓ Easy Access to public sector facilities for ESCO companies. 

✓ Proper access to tailored, and affordable, project financing. 

✓ A sizeable reduction of transaction costs for small energy efficiency projects.135 

 

 

 

 

135 UNECE, Role of Super ESCOs in overcoming barriers to investments in EE and small scale RE systems in the 
Arab region, https://unece.org/fileadmin/DAM/energy/se/pp/eneff/9th__Forum_Kiev_Nov.18/15_Novem-
ber_2018/Overcoming_Barriers_Improve_EE_RE/003_Mongi_BIDA_PPP.pdf, accessed: 10/11/2022 

 

https://unece.org/fileadmin/DAM/energy/se/pp/eneff/9th__Forum_Kiev_Nov.18/15_November_2018/Overcoming_Barriers_Improve_EE_RE/003_Mongi_BIDA_PPP.pdf
https://unece.org/fileadmin/DAM/energy/se/pp/eneff/9th__Forum_Kiev_Nov.18/15_November_2018/Overcoming_Barriers_Improve_EE_RE/003_Mongi_BIDA_PPP.pdf
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FIGURE 16: THE SUPER-ESCO INSERTED INTO THE PROPOSED MODEL  

 

 

The proposed institutional structure 

If the carbon pricing mechanism works effectively by providing the abatement incentive, then 

auction revenues from allowances will decline over time. Therefore, the revenues should not 

be earmarked for permanent spending measures, but rather be spent on public and private 

investment programs to speed up the energy transition. “Similarly, expenditure policies such 

as investment programmes or green subsidies should be frontloaded and match the time 

needed to speed up the green transition, rather than be open-ended.”   

According to the original proposal for the revised ETS, the auctioning would have started with 

a volume corresponding to 130% of the volumes set for 2026, deducted from the amounts of 

years 2028-2030. (Article 20d (2)). 

The proposed alternative:  

• Free allocation based on the verified data of traders from the first trial year without 

trading. Starting with this amount the same quantity would be grandfathered into the 

first year and reduced according to the linear reduction factor of the total ETS2 cap 

for the consecutive years.  
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• The proceeds from auctioning the allowances would be put into the National Carbon 

Fund and used by the organisations appointed by member states (Super ESCO-s) as a 

kind of "created money" to support renovations. 

• Traders report their sales and emissions and cover their emissions with the appropri-

ate amount of allowances received free from the Super-ESCO after having their emis-

sions verified. They would only purchase allowances to cover emissions from the com-

mercial and public building segment.  

• The Super-ESCO can manage the use of freely allocated allowances in a way that the 

proceeds could be used exclusively for deep renovations, starting with energy poor 

households. This is also in their interest, since making the renovations as early as pos-

sible can lead to higher abatement and income from selling the unused allowances. 

The modelling of the regulatory proposal impact assessment suggests that increasing 

the depth of renovations with a holistic approach (combining energy efficiency, heat-

ing system upgrades and renewable energy) is the most efficient solution to reduce 

the building energy consumption profile. Countries would also have an interest in ac-

celerating the mandate of near-zero demand buildings with stricter conditions to de-

crease the use of fossil fuels.  

• To avoid supply-demand imbalances, a Market Stability Reserve (MSR) will operate 

with special thresholds for intake and release, based on the average allowance price, 

and not on the surplus of allowances in the market. (Article 30d (2) in the regulation 

proposal. 

Similarly to ETS1, the active entities in the scheme (fuel retailers, energy suppliers, utility com-

panies) shall be obliged to hold an electronic account to register their inventory of verified 

emissions, allowances, and trades (acquisition and passing of allowance units). The accounts 

are to be made transparent like the EUTL of ETS1 so that compliance status can be observed. 

New entrants shall be enabled. 

The Super-ESCO concept is built upon a whole ecosystem of ESCOs implementing carbon mit-

igation to the building stock and being paid by the tenants who continue to pay constat energy 

bills to the ESCOs until payback is achieved. 

Just like ETS1, independent auditors play a critical role by ensuring the credibility of the emis-

sions reporting. Auditors are selected by an accreditation procedure and provide their services 

on a market basis. Entities are required to contract an accredited auditor for verifying annual 

emission reports. In the free allocation segment, the volume allocated to the entity (energy 
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traders and suppliers) is made equal to the verified emissions data approved by the auditor 

report. 

4.6 ETS stands up to the comparison with other instruments 

The following summary provides a structured assessment of the advantages and shortcomings of alter-

native regulatory instruments: 

 

TABLE 7: PROS AND CONS OF POLICY TOOLS BY CRITICAL DIMENSIONS  

 command & control: 
a technology ban or a 
zero-emission stand-

ard 

e.g. ban on coal, ban 
on natural gas boilers 

carbon tax ETS 

meeting 
emission 
targets 

possible: but effective 
penalties must be in-
stalled;  

net zero: such a strict 
technical standard can 
only be introduced grad-
ually, there is a risk of de-
layed austerity 

 

very unlikely: asymmetric 
information and inherent 
uncertainty in abatement 
costs mean taxes deliver 
uncertain quantity of 
emissions; 

net-zero: very low proba-
bility – besides the inevi-
table trade-off between 
cost (tax) and quantity 
(emission target), tax 
rates must be constantly 
elevated to reach close to 
zero emissions 

very likely: non-compli-
ance measures, bankabil-
ity of unused allowances 
and the verification 
scheme assure reaching 
the emission target; 

net zero: very high proba-
bility if the total cap of al-
lowances is reduced ac-
cording to the EC pro-
posals 

direct cost 
payable by 
households 

enforced cost of technical 
change: bans must be met 
by investment into an eli-
gible technology; the al-
ternative cost is paying 
the penalty for non-com-
pliance 

yes: very transparent ben-
efit transfer from house-
holds; energy suppliers 
will pass their carbon tax 
onto customers 

free allocation: if allow-
ances are distributed for 
the household buildings 
segment free of charge 
there is a benefit transfer 
to the advantage of house-
holds; however, there is 
an opportunity cost to 
surrendering the free al-
lowances because they 
can be sold at the market 
any time; 

allowance auctioning: 
cost of allowance pur-
chase by the energy sup-
plier may be partially 
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passed through to the cos-
tumer 

technology 
neutrality, 
flexibility 

very low for selective 
technical bans which are 
technology discriminative 

zero emission standards: 
technology neutrality is 
inevitable in order to keep 
social cost of compliance 
as low as possible 

high: the emission tax 
provides a constant pres-
sure on polluters to abate 
emissions by the most 
cost-efficient technolo-
gies; the tax rate must be 
adjusted (raised) recur-
rently to meet the net zero 
target 

high: similarly to taxes, 
the individual polluters 
feel the constant pressure 
on emissions; it is created 
by the market price of al-
lowances and the reduc-
tion of the cap, inducing 
polluters to look for effec-
tive and efficient abate-
ment technologies 

role of ad-
ministrative 
planning 
and deci-
sions 

high: administrators can-
not avoid picking technol-
ogies to be discriminated 
against or, worse, to be fa-
voured; high risk of rais-
ing social cost of mitiga-
tion. 

net zero: easier in the end, 
but must be gradual so the 
hands-on control cannot 
be avoided 

relatively low: the main 
challenge is setting the 
proper tax rate that deliv-
ers the emission target; if 
the proper tax rate is po-
litically unfeasible, the 
administration must oc-
casionally increase the tax 
rate; a shift in policy that 
ends the maintenance of 
the tax can easily and ab-
ruptly inhibit the path to 
meeting the emission tar-
get  

relatively low: as a mar-
ket-based scheme, there 
is very little role for cen-
tral planning; once the 
cap is set and the allow-
ances are distributed (by 
legal regulations for the 
whole period) the admin-
istrative role is limited to 
ensuring market stability 
and surveillance of com-
pliance 

complexity 
of regulation 

medium: technology spe-
cific bans can be simple 
(ban coal) but can become 
complicated when grace 
periods and exemptions 
are demanded 

low: a very simple scheme 
for polluters; determining 
the correct tax rate is 
complex and likely to be 
overcome by political ne-
cessity; the most complex 
part is constantly increas-
ing a sub-optimal tax rate 
to the level that is needed 
to reach the emission tar-
get 

medium: setting up the 
whole market infrastruc-
ture for the ETS to func-
tion requires complex ad-
ministrative preparation; 
entities must adapt the 
workings of an ETS; once 
launched, an ETS is easy 
for polluters and regula-
tors alike to abide by 

impact of in-
formation 
uncertainty 
and asym-
metry re-
garding 
abatement 
costs and 
technologies 

slight: technology bans 
are applied without cost-
efficiency considerations; 
the costs are of secondary 
importance for the regu-
lator 

rather severe: when the 
tax fails to deliver the 
emission target, more in-
formation would be 
needed to upgrade the tax 
rate; technology advance-
ment is always loosely fol-
lowed by the tax scheme 
for lack of information 

slight: the ETS is not ad-
versely affected by the 
poor information ex-ante; 
the scheme builds on the 
innate nature of abate-
ment information: pollut-
ers know best, they know 
sooner, and they are best 
able to manage risks; in-
formation is much im-
proved by market media-
tors and allowance trad-
ers; price uncertainty can 
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be moderated by deriva-
tives markets or a price 
corridor 

stimulus for 
innovation 
and adapta-
tion 

yes, if C&C for zero emis-
sions is accountable for 
and politically feasible (by 
means of graduality, sub-
sidies and financing); 
note the key role of the 
penalty in this context 
acting as an emission tax 

as long as tax rate stability 
is credible and provides 
an accountable regulatory 
framework that stimu-
lates innovation and long-
term adaptation 

credibility and robustness 
is key to technology inno-
vation; the larger the mar-
ket and the more foresight 
is provided by bids and 
trade, the more stimulus 
is created for innovation 
and adaptation 

fairness to 
the most vul-
nerable 

technology bans (like ban 
on coal) might hurt the 
most vulnerable; exemp-
tions compromise targets; 
centrally subsidized in-
vestment schemes must 
be worked out 

individual tax relief slows 
or stops technology up-
date; high emissions are 
locked in 

as long as free allocation 
and additional subsidy 
from auctioned allow-
ances puts downward 
pressure on emissions is 
not compromised (cap); 
the necessary investments 
can be triggered by the 
subsidy 

 

 


