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Background and Research Question

© The EU ETS-2, by putting a CO2 price on heating and transport fuels, is a
game-changing policy

* Ensures a level playing field across EU countries

* It Complements and (Replaces) Fragmented National Policies

©» Thomas Douenne et al. show, in a series of papers on the Yellow Vests

movement (based on a CO,; price of €44.6/1C0O,), that horizontal

distributive effects — disparities between households with similar incomes
— are considerably larger in magnitude than the vertical distributive
effects across income groups.

« Research Question:

What will be the impacts of the ETS-2 on regional disparities»

Work is part of our research theme Mapping the Transition
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The European Fit for 55 and the New ETS-2 Market y/ DIRMYND

ETS 2 Framework

Price Ceiling

&

EUR 45 price cap, monitored by Commission

Fully auctioned emission allowances

Abatement Target
o)

-42% emissions by 2030

qi ETS 2 Scope

Jiliy

Buildings, transport, non-energy industries
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Mapping the transition y/ DIRM®ND

< Most of the European Economic models have Member States
granularity

© Few models offers sub-national resolution: RHOMOLO, GEM-E3-R
and ICES

< Instead of building a full regional model, our goal is to build an
interface that can be coupled with existing tools (see S. Perdana
presentation)
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Methodological Approach / DIRMYND
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ETS-2 price assumption Energy price increases y/ DIRMWD
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Impacts at NUTS-3 level y/ DIRMYND

- 1160 European regions
- Data coming from Eurostat

- Extensive harmonization and consolidation work to fill missing
variahles, changes in region definition; ..
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Exposure Index y/ DIRM¥ND

__ Total expenditure increase

EXposure: £, =

Disposable Income
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Most Impacted Regions y/ DIRM®ND

Table 10: Top exposed regions by country

10 . - Top 10% Top 20%  Top 30% | Number of
. regions
0.9 —

AUStria s 6 19 26 35
0.8 Belgium Il 0 5 12 44
0.7 Bulgaria mm 22 27 28 28
) Croatia me 0 0 0 21
0.6 Cyprus 0 0 0 1
Czech Republic 0 1 6 14

0.5 [
Denmark mmm 0 0 0 11
0.4 Estonin == 0 0 0 5
. Finland == 0 0 0 19
0.3 e France 1l 0 0 0 96
0.2 el . Germany == 0 42 125 400
° Greece 2= 0 0 0 52
0.1 : Hungary == 19 20 20 20
Ireland W & 0 0 0 8
00 il 0 1 1 107
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Latvia, 0 0 0 5
Lithuania, 0 0 0 10
Luxembourg mem 0 0 0 1
. . Malta W 0 0 0 2
Relationship between Exposure & Income per- Netherlands == 0 0 0 40
Poland mem 57 73 73 73
PP Portugal Il 0 0 0 26
caplta in € Romania Il 2 22 25 42
. . Slovakia 0 0 0 8
* Blue point > computed exposure index Slovenia smm 10 12 12 12
Spain 0 10 20 50
- - - - -

* Red point - estimated exposure index with Sweden = 0 0 0 2!
Ev27 H 116 232 348 1160

polynomial degree 3

Fu nded by Funded by the European Union. Views and opinions expressed are however those of the author(s) only and do
not necessarily reflect those of the European Union or the European Climate, Infrastructure and Environment

the Eu ropean U n|on Executive Agency (CINEA). Neither the European Union nor the granting authority can be held responsible for
them.




Limitations / DIRMYND

© We do not take existing CO, taxes into account (e.g., the German
National ETS, French carbon tax, etc.)

© We do not account for the recent penetration of CO 2 -free technologies in
heating. and transportation, such as heat pumps, hybrid cars, or electric
vehicles

© More broadly, mechanisms for substituting CO2 taxation are not taken
into account

@ The study does not evaluate any redistribution mechanisms for ETS-2
revenues.
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Conclusions / DIRM®ND

© The regressive nature of ETS-2 disproportionately affects lower-income
households

© Regions with fossil fuel reliance and limited low-carbon infrastructure
face high burdens

© Regions from Bulgaria, Hungary, and Poland are the most exposed
regions

@ Vulnerable regions need direct subsidies and renewable energy
incentives <j Social Climate Fund

© Long-term solutions include energy-efficient housing and better public
transport
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Sigit Perdana

Marc Vielle
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