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1. In which area of climate policy action is your country pushing the hardest?

2. Is the national climate policy strategy bound to (a) be integrated into and (b)
influence EU climate policy?

e | ® Climate action program S e Assessment of Climate
e 2030 adopted by action program in light
German government of MCC-PIK report

(September 2019) cme—— https://bit.ly/2nSKDzk

e MCC-PIK report on s re T e Basis of this talk
. . package and next steps
carbon pricing reform oo s e o
options relevant input —
https://bit.ly/32S8LBv =
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1) IN WHICH AREA OF CLIMATE POLICY ACTION
IS YOUR COUNTRY PUSHING THE HARDEST?
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e Focus on Non-ETS sectors: no carbon pricing in place, slow or no progress in emission
reductions so far

MCC-PIK recommendation Climate package

1. Choose either tax or ETS, define Start with ETS that is de facto a tax,

long-term price path 2026 ETS with price collar, 20277
2. Carbon price in DE to start at 50 ...to start at 10 €/t, rise to 35-70 €/t
€/t, rise to 130 €/t by 2030 by 2026

3. Klimadividende, 100% revenues Reduce EEG levy a little bit & tax
credits for long-distance commuters,
~20% of revenues




CO,-price in Germany very low in international comparison
...even for 2025

Carbon prices in tax systems (in US S)
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Good architecture, but low level of ambition:

180
160
140 —=Federal Government
120 Decision
100
80
60 Post 2026: open;
40 Tendency towards Europe

20

EURO/tCO2

2020 2022 2024 2026 2028 2030

Source: MCC, Assessment of the German climate package, 2019
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Good architecture, but low level of ambition:

180

160 - Federal Government
140 Decision

120 -
i - =-Middle price path

-
100 - MCC-PIK Report

EURO/tCO2

2020 2022 2024 2026 2028 2030

A Q A Source: MCC, Assessment of the German climate package, 2019
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Good architecture, but low level of ambition:

180
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Necessary corridor from
2026

Necessary middle price path
from 2026

= Federal Government
Decision

= = = \liddle price path MCC-PIK
Report

Increase: 10 percent per year

Necessary average increase:
20-30 percent per year

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Source: MCC, Assessment of the German climate package, 2019
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Distributional effects of carbon pricing in 2026

Costs in 2026 (carbon price of 60 euros) Costs in 2026 (carbon price of 60 euros)
Alternative refund options Alternative refund options
1 -
2 -
0.5-

Percentage of net income
o

Percentage of net income
o

-0.5
2-
-1-
1 2 3 4 5 1 2 3 4 5
Poorest Richest Poorest Richest
20 percent 20 percent 20 percent 20 percent
Income quintile Income quintile
-~ Carbon price - Government decision ~ FIT-levy -6¢ct -== Climate dividend - Carbon price $ Government decision $ FIT-levy -6ct - Climate dividend
Household net income is equivalence-adjusted; based on EVS 2013 Household net income is equivalence-adjusted; based on EVS 2013

D
b

m
ol

= |

M B
Mercator R h Instit Technische
ercator Kesearch insth .lli&‘ on Universftat
Global Commans and Climate Change

Berlin

1
il
I
1

f



e Large differences in the
burden between economic
sectors (calculation for 35 €
per tonne of CO,)

e The more the costs are
passed on to consumers,
the lower the
disadvantages in
international competition.
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Total Burden

Mio Euro

I T T T T
2500 2000 1500 1000 500 O

B 0% Transfer of costs to final domestic consumption,

0% Transfer of costs on exports

Aviation
Shipping
Manu. of glass products, ceramics
Stone and earth processing
Metal production and processing
Manf. of paper and paperboard and articles thereof
Manu. of chemical products
Water supply
Manu. of wood, wicker and basketry products
Coke and refined petroleum products
Manu. of beverages and food products,tobacco products
Agriculture and forestry
Hospitality industry
Manu. of textiles, clothing, leather goods and shoes
Building sector
Manufacture of furniture
Manufacture of rubber- und synthetic goods
Retail (except retail with vehicles)
Land transport and transport by pipeline
Mining
Trade of metal products
Mechanical engineering
Vehicle construction
Waste water, waste disposal, recycling
Health and social services

Manu. of optical, electronic and data-processing equipment

Burden in relation
to production value

T T T T T 1
05 10 15 20 25 3,0

O

100% Transfer of costs to final domestic consumption,
0% Transfer of costs on exports
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2) IS THE NATIONAL CLIMATE POLICY STRATEGY
BOUND TO (A) BE INTEGRATED INTO AND (B)
INFLUENCE EU CLIMATE POLICY?
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MCC-PIK recommendation Climate Package

4. Europe as convergence point, implement  Europe as convergence point, implement
EU-ETS floor price (moderate) EU-ETS floor price

Decision of the Federal Government: "The Federal Government will work in close cooperation with the
European Commission to introduce a European-wide emissions trading across all sectors. In a first step,
the existing European emissions trading scheme (for energy and industry) should be supplemented by
a moderate European floor price. [...] In a second step, in alliance with other willing member states, we
will work towards the prospect of integrating the non-ETS sectors into the ETS." (Bundesregierung
2019b)
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Sequenzierungsoptionen fiir européische
CO,-Bepreisung in Nicht-ETS-Sektor

Kurzfristiger Einstieg

CO,-Steuer (Option 2)

- mit Anpassungsmoglichkeit
Deutschland DE-ETS (Option 3)
(Nicht-ETS) i

mit Preiskorridor

Konvergenzpunkt

“Probably the most important
sentence in the document.”
(Ministry staffer)

ETS floor price endorsed

A paradigm shift in German
climate policy, first indications
that it will actually be followed

= through
s e No post-2030 national targets in
.............................................................................................................................. draft Cllmate ACtIOh BI”
202! et e President of the new EU
Commission supportive
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