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EMISSION
TRADING
SYSTEM

The ETS Directive (Art 1) “promotes reductions of 
greenhouse gas emissions in a cost-effective and 
economically efficient manner and provides for GHG 
reductions to be increased so as to contribute to the 
levels of reductions that are considered scientifically 
necessary to avoid dangerous climate change.”

The EU ETS was launched in 2005 and became the 
world’s first and biggest international carbon 
market



Objective:
Reduce GHG emissions where it is more 
cost-effective and economically efficient. 

Scope:
• EU + Iceland, Norway & 

Liechtenstein + link to CH
• 11,000 installations (power + 

industry) and airlines (intra-EU) 
•covers about 40% of all EU GHG 

emissions
•Extended to shipping in 2024
•Building and transport in a 

separate ETS2 in 2027

EU ETS – scope and target

Target: 
55% overall GHG reduction by 
2030 (vs 1990) 
translates into 62% ETS reduction 
(vs 2005). 



• It puts a limit (a ‘cap’) on the total volume of 
greenhouse gas (GHG) emissions that 
installations can emit. 

• The installations receive or buy emission 
allowances European Union allowances (EUAs). 

• 1 allowance = 1 tonne of CO2. Allowances have 
to be surrendered each year. If not, penalties 
apply (100€/ton CO2).

• The overall cap is reduced each year by a fixed 
percentage (“LRF”), which means that fewer 
allowances are available and therefore 
emissions are reduced over time.

How it works- CAP and TRADE

2013 – 2020:  LRF= 1.74%
2021 – 2023:  LRF = 2.2%
2024 – 2027: LRF = 4.3% 2028 –
2030: LRF = 4.4% 



Design evolution  



Price evolution  





Sectoral emissions



Auctioning by member states: 
•4 billion ETS allowances, national revenue total of €320 billion
•100% to be invested in “climate-related purposes”

Free allocations: 
• 5 billion ETS allowances, handing out about €400 billion to steel, cement, chemical ... sectors -

foregoing government revenue  

State aid (indirect cost compensation): 
• decided at the national level, for electro-intensive industry currently around €0.5 billion/year in 12 

member states

Innovation Fund:  
• supports innovation, including innovative renewables, energy intensive industries, carbon 

capture, utilisation and storage (CCUS) and energy storage
• 575 million ETS allowances, worth about €45 billion 

Modernisation Fund:
• supports investments in modernising the power sector in ten lower-income Member States  
• 650 million ETS allowances, worth about €52 billion

EU ETS - financial flows (2021-2030 @80€/tCO2)







Free allocation: Emission allowances allocated for free to installations (as opposed to being 
auctioned)

WHY? To help avoid so-called carbon leakage 

WHAT IS CARBON LEAKAGE?
Carbon leakage is a term used to describe the hypothetical situation where stringent climate policies 
would force companies to move their production abroad to countries with less ambition climate 
measures to lower their production costs. This could lead to a rise in global greenhouse gas 
emissions.

HOW ARE FREE ALLOWANCES ALLOCATED?
Based on a product benchmark system for the sector considered at high risk of carbon leakage = high 
trade intensity and/or cost exposure
•2013 – full auctioning for the power sector 
•Industry? More than 90% of its pollution is covered by free allocation
•CBAM will gradually replace free allowances between 2026 and 2034

FREE ALLOCATION



Carbon leakage and 

free emission 

allowances

Why are free emission allowances a problem?

1.The risk of “carbon leakage” is grossly exaggerated. Empirical studies 

detect no carbon leakage since the ETS was established in 2005. 

2.Member States (ie. Finance Ministries) are losing auctioning revenues. 

Between 2021 and 2030 about 5 billion free emissions allowances are to 

be handed out - worth around € 400 billion (at ETS prices of about 80€/ton 

CO2)

3.Industrial sectors profit from free allowances they receive (cost-pass 

through of the opportunity cost) and their incentive to decarbonize is 

muted. Note that sectors as steel, cement and chemicals did hardly reduce 

their carbon pollution in the past decade (but: covid drop upcoming)







Data sources

● Background info: Carbon Market Watch lobbying guide to the EU ETS

● “How much did the chemical sector under the EU ETS emit in Spain in 2016?” (EEA data 
viewer)

● “How much free allowances did ArcelorMittal receive for their plant in Gent (Belgium) in 
2019? And how much did they emit?” (EU Transaction Log -operator holding accounts, or 
download Excel files with compliance data, lists of transactions)

● “Where can I find the all the EU ETS installations near Mannheim, Germany?” 
(EUETS.info)

● “Which other pollutants (beyond CO2) are emitted by Tata Steel in Ijmuiden, 
Netherlands?” (European Industrial Emissions portal)

● “How did the Polish government use its ETS auctioning revenues in 2019?” (EEA - Central 
Data Repository)

● “How much does a tonne of CO2 cost today?” (77.3 €!)

https://carbonmarketwatch.org/wp-content/uploads/2021/06/Survival-guide-to-industry-lobbying_WEB.pdf
https://www.eea.europa.eu/data-and-maps/dashboards/emissions-trading-viewer-1
https://www.eea.europa.eu/data-and-maps/dashboards/emissions-trading-viewer-1
https://ec.europa.eu/clima/ets/oha.do
https://ec.europa.eu/clima/eu-action/eu-emissions-trading-system-eu-ets/union-registry_en
https://www.euets.info/installations
https://industry.eea.europa.eu/
https://cdr.eionet.europa.eu/
https://cdr.eionet.europa.eu/
https://www.theice.com/products/197/EUA-Futures/data?marketId=5474735


Some ideas for reporting on the EU ETS

● NEW CMW research 22 November: The Emissions’ Aristocracy- How 30 companies cause 50% of ETS 
emissions and how they avoid footing the bill

● Environmental delivery: where are the ETS1’s sectoral pathways (steel, cement, chemicals) currently 
leading? Who is on track for climate neutrality, who is not?

● The EU Carbon Border Adjustment Mechanism: reporting on embedded emissions of imported goods 
(how clean is EU production really when compared to the rest of the world? Is there a risk of 
underreporting, importers using loopholes?)

● Use of ETS Funds and State Aid (quality of the projects implemented by the ETS Modernisation and 
Innovation Funds, potential misspending of ETS auctioning revenues, the effects of ETS State Aid - who 
benefits? )

● What to expect from the new EU ETS2 for buildings and transport? How does it impact consumers? What 
can countries do to ensure a fair treatment of lower-income households?



CARBON MARKET WATCH . ORG

THANK YOU



« Cashing on carbon
credits »

A cross-border investigation by Emmanuelle Picaud, Guillaume 
Delacroix and Luc Martinon 



It began with a few words…

Just two sentences in a report of 86 pages

“free allowances were a real opportunity for most cement 
manufacturers, who sold them on the carbon market. A study by CE 
Delft shows that the cement industry benefited from an over-
allocation of 231 MtCO2, generating profits of around 3 billion euros, 
including 230 million in France”



How to built a story ?

You have clues. But you are still not sure of your story. Take your
phone and speak to people 

• NGOs (Carbon Market Watch, Sandbag)
• Researchers or experts who previously worked on the subject 

(Google, Google Scholar, Pubmed)
• Politicians that spoke about this case before (newspapers, official 

speeches, reports)
• Experienced investigative journalists



The litterature was already there but…



You need proof, you need a database

We used the database from the EUETS site. info, based on the 
European Union Transaction Logs (EUTL) registers. Two millions 
transactions were reported by Jan Abrell, the creator



Our methodology (1/3)

For each company we examined : 

• The list of accounts corresponding to the plants, and then the associated 
transactions. 

• To estimate the value of a transaction, we used the historical daily prices of 
carbon allowances at the monthly average prices 
https://www.sendeco2.com/es/precios-co2

https://www.sendeco2.com/es/precios-co2


Our methodology (2/3)



Our methodology (3/3)



Technical obstacles 
The database has its own limitations : 

• It is derived from the compilation of several European registers, 
which are themselves incomplete

• It contains transaction history but not ownership history for 
industrial plants



Other obstacles 
• Pitch story to newspapers (who does not want it)
• Find new reliable sources for your investigation after the main 
sources left 
• Nobody has a skill in your team and you are lost
• Deal with the loss of one team member 
• Deal with companies disinformation at the final rush



Thank you
Linkedin : Emmanuelle Picaud
emma.picaud@gmail.com
Twitter : @epicaud1



Emissions trading system: A flat 
rate on monster emissions 

1) Method

2) Results

3) Possible stories: Backdoors and strategies 
in the ETS 

a) Perlen: Outsourcing of emissions 
b) Holcim: pass on CO2 surcharge
c) Klybeck: Industry disappears, ETS 
remains
d) Dottikon Exclusive Synthesis: no 
adjustment of free allocations



1) Method
• Separate ETS but same rules (linking 

agreement)

• Smaller ETS: 
→ 2013 – 2020: 50 plants
→ 2021 – 2030: 100 plants

• Own data base: Swiss emissions trading 
registry 
https://www.emissionsregistry.admin.ch)

• Aim of the research : 
→ analysis the trading period 2013 - 2020
→ Compare with the national pricing system 
(CO2-tax)

• Calculation method and assumptions
→ CO2 levy not paid: not 100% overlapping
→ Estimated costs via ETS: never anything 

from reserve
→ Estimated value of emission rights: 

everything first from reserve

https://www.emissionsregistry.admin.ch/
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1) Method
• Separate ETS but same rules (linking 

agreement)

• Smaller ETS: 
→ 2013 – 2020: 50 plants
→ 2021 – 2030: 100 plants

• Own data base: Swiss emissions trading 
registry 
https://www.emissionsregistry.admin.ch)

• Aim of the research : 
→ analysis the trading period 2013 - 2020
→ Compare with the national pricing system 
(CO2-tax)

• Calculation method and assumptions
→ CO2 levy not paid: not 100% overlapping
→ Estimated costs via ETS: never anything 

from reserve
→ Estimated value of emission rights: 

everything first from reserve

Dark blue: CO2-tax (CHF)
Light blue: ETS-price (CHF)

https://www.emissionsregistry.admin.ch/


Quelle: Der Beitrag des österreichischen
Abgabensystems zur sozioökologischen Transformation (Seite 9), Österreichisches Institut für Wirtschaftsforschung, 2023



Dark blue: emissions
Light blue: free emissions permits

2) Results

• Reductions: CH (minus 10%) - DE (minus 
34%)

• Carbon leakage state: CH (76%) - (DE: 57%)

→ CO2 levy not paid: 2.9 Billions
→ Estimated costs via ETS: 92 Millions
→ Estimated value of emission rights: 360 

Millions



CO2-tax 
not paid

Estimated costs
via ETS

Estimated value of 
emission allowances
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Emissions trading system: A flat 
rate on monster emissions 

1) Methode

2) Ergebnisse

3) Possible stories: Backdoors and strategies 
in the ETS 

a) Perlen: Outsourcing of emissions 
b) Holcim: pass on CO2 surcharge
c) Klybeck: Industry disappears, ETS 
remains
d) Dottikon Exclusive Synthesis: no 
adjustment of free allocations



3) Possible stories: backdoors and 
strategies in the ETS

a) Perlen: Outsourcing of emissions 

Reduction: 90%.“

Der The decrease is mainly due to steam 
purchase from the incineration plant called 
Renergia (50% fossil waste).

Dark blue: emissions
Light blue: free emissions permits

CO2-tax 
not paid

Estimated costs
via ETS

Estimated value of 
emission allowances



3) Possible stories: backdoors and 
strategies in the ETS

b) Holcim: Pass on CO2 surcharge 

- unused emission rights from 2013 to 2020: 
around 2 million (all three plants together)

- from 2021: some allowances had to be 
bought
2021: 100'000 tons
2022: 130'000 tons2022: 130‘000 Tonnen

- from 2021: a CO2 surcharge was then 
introduced across the entire industry

Dark blue: emissions
Light blue: free emissions permits

CO2-tax 
not paid

Estimated costs
via ETS

Estimated value of 
emission allowances





3) Possible stories: backdoors and 
strategies in the ETS

c) Klybeck: Industry disappears, EHS remains

Reductions: minus 65%

- How did they achieve the reductions? 
→ The owners: “The Klybeck area between … is 
being 'transformed' and will gradually grow 
together with the surrounding neighborhoods 
over the next few decades.

- When to get out of the ETS ?
→ Federal Office for the Environment (Bafu): As 
long as the plants exist, with which the 
performance of an activity according to Annex 
6 of the CO2 Ordinance remains possible, the 
operator of the plants remains in principle in 
the ETS

Dark blue: emissions
Light blue: free emissions permits

CO2-tax 
not paid

Estimated costs
via ETS

Estimated value of 
emission allowances



Leasing
Restaurants, studios, offices, handicraft businesses, event locations, cultural meeting 
places and much more: The multifaceted Klybeck site with its industrial buildings steeped 
in history offers enormous potential in the coming years for innovative companies that 
appreciate the unique environment and would like to set their own impulses and accents in 
the redevelopment of the future quarter.



Dark blue: emissions
Light blue: free emissions permits
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Dark blue: emissions
Light blue: free emissions permits

3) Possible stories: backdoors and 
strategies in the ETS

d) Dottikon: no adaptation of free allocations

- 2015: decrease in free emission rights → did 
the ETS suddenly become stricter?

- No: adaptations were only made when the 
activity rate dropped by at least 50% (in the last 
trading period, currently at - 15%)

- Conclusion: ETS did not become more strict in 
2015, but before that Dottikon probably got 
too much.

CO2-tax 
not paid

Estimated costs
via ETS

Estimated value of 
emission allowances



THANKS

alexandra.tiefenbacher@daslamm.ch 
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