Position Paper

December 2020
Transport & Environment

Position on climate targets for
2030

COM (2020) 562
COM (2020) 563

Executive summary

As part of the European Green Deal, the Commission
has proposed that the target for reducing greenhouse
gas emissions by 2030 should be increased from the
current 40% to 55% to ensure that the goal of climate
neutrality can be achieved by 2050.
The Austrian Federal Chamber of Labour (AK)
supports the EU’s aim of achieving climate neutrality
by 2050. The associated moving away from fossil
fuels will bring about a profound change in the
economy. This process must be designed fairly and
it must support workers as part of a “Just Transition”.
Negative effects must be mitigated, whilst the
potential inherent in this transformation must be made
use of in the interest of workers.
With this in mind, AK supports an ambitious 2030
emissions reduction target. However, AK believes that
it is vital that the concerns of workers and the impact
on employment and social cohesion are thoroughly
examined and understood when developing policy, and
that measures in this respect should be optimised to
be socially equitable and democratically legitimated.
The investment required could constitute a major
contribution to tackling the current employment
crisis. AK proposes a golden rule for investment that
would exclude public investment from balancedbudget rules. This would also strengthen the role of
public services – water and electricity supply, public
transport, social housing, education, care and health
facilities – which have gained much greater visibility
during the crisis.
Any movement towards climate neutrality should,
therefore, be judged primarily by the extent to which
the measures taken contribute to a fairer, more
inclusive society. The consideration of social and
distributional impacts of the measures is an essential
prerequisite for achieving climate and energy policy
goals. Only in this way can the necessary broad social
acceptance be achieved.
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The AK’s position

General
The objective of the Paris Agreement is the continuous
reduction in the use of fossil fuels (coal, oil, natural gas).
Phasing them out will bring about a profound change
in the economy. Increasing energy efficiency and
replacing fossil fuels with renewable energy sources will
play an important role, but energy consumption itself
must also be reduced. Decarbonisation is expected to
bring about similarly far-reaching changes on several
levels, similar to those brought about by mechanisation
in the 19th century or by computerisation since the
1970s.
From AK’s point of view, this process must be fair
and in the interest of workers. Strategies for this socalled “Just Transition” must take the climate policy
requirements seriously and at the same time place
workers – especially in negatively affected sectors – at
their centre. Negative effects must be mitigated, whilst
the potential inherent in this transformation must be
made use of in the interest of workers.
AK supports the EU’s goal of achieving climate
neutrality by 2050. All instruments available will be
required to achieve this: investments, command
and control, environmental taxes and other fiscal
instruments, as well as “soft” measures, such as public
awareness campaigns. These different instruments
must complement each other. It must be ensured that
action is taken at those levels (EU, Member States,
local level) where it is most effective. One example
of this is the shift of freight transport from road to
rail, where each of the above-mentioned levels is
important. Another example is the taxation of energy
products, where ambitious minimum standards must
be introduced at the European level to avoid a tax race
to the bottom between Member States. In this context,
AK refers to the remarks made in its Opinion on the
European Green Deal.
Justice plays a prominent role in public acceptance of
all these measures. Climate and energy policy must
not lead to the emergence of a two-tier energy society.
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The consideration of the social and distributional
impact of the measures is an essential prerequisite
for achieving climate and energy policy goals. Only in
this way can the necessary broad social acceptance
be achieved. Distributional impact refers to distribution
between consumers and businesses, but also between
households and - at the European level - between
Member States.
Since energy is needed in order to meet many basic
human needs, energy supply must be regarded as a
service of general interest. For this reason, the security
of an affordable energy supply plays a major role. This
requires a cross-sectoral view of the energy system
(electricity, heat and mobility transition) and thus the
use of synergy potential (sector coupling). The desired
high degree of energy supply security requires a reliable
grid infrastructure. Its maintenance and expansion
generate benefits but also entail costs that have to be
borne in a socially equitable manner by all consumer
groups.
With this in mind, AK supports an ambitious 2030
emissions reduction target. However, AK believes it
is vital that the concerns of workers and the impact
on employment and social cohesion are thoroughly
examined and understood when developing policy on
all the levels mentioned above – European, national and
local – and that measures in this respect should to be
socially equitable and democratically legitimated
Any movement towards climate neutrality should,
therefore, be judged primarily by the extent to which
the measures taken contribute to a fairer, more
inclusive society. The consideration of the social and
distributional impact of the measures is an essential
prerequisite for achieving climate and energy policy
goals. Only in this way can the necessary broad social
acceptance be achieved.
For this reason, AK believes that social dialogue has a
particularly important role to play in shaping climate
and energy policy measures - Art 11 of the Governance
Regulation takes this role into account to a certain
extent - not only in the Member States, but also at the
level of the Union. It therefore considers it important
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to involve the social partners more intensively and in a
structured manner, also in the consultation process at
EU level.
AK has already stated this position in its Opinion on the
European Green Deal and its Opinion on the original
draft of the European Climate Law .

Concept of climate neutrality
The only diagram in the Commission’s Communication
illustrates trends in total emissions since 1990 and
by sector since 2005. It also shows how these trends
need to develop in order to achieve climate neutrality
by 2050. The decline in total emissions is offset by
the largely steady increase in gross domestic product
(GDP).
AK considers GDP to be a poor indicator of social
progress. We now use a multidimensional model of
prosperity and publish a corresponding report for
Austria every year . We propose that the Commission
should also replace its narrow view of GDP with a
comparable multidimensional concept of prosperity.
In addition, the diagram presents a distorted picture
because in reality part of the reduction in emissions
is due to outsourcing emission-intensive processes
to third countries, from where goods, the production
of which causes the emission of large amounts of
greenhouse gases, are then imported. However, the
EU’s total greenhouse gas emissions do not show
that. The current “production-based” accounting of
emissions shows that emissions are falling, whereas
a “consumption-based” method of accounting would
show a much weaker decline.
In terms of the polluter pays principle, this is
questionable. Even if the accounting of greenhouse
gas emissions at international level continues to be
production-based, AK suggests that the Commission
should record consumption-based emissions in parallel
and report on them regularly.

EU emissions trading
AK considers emissions trading (EU ETS) to be an
instrument that is basically suitable for reducing
emissions from large point sources. Limiting the
total number of allowances issued guarantees that
installations that are included in the EU ETS collectively
meet the specified emissions target.
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Allowances can be traded on the market in order to
achieve a cost-effective reduction of emissions. The
price at which allowances are traded at a given time
is determined by the marginal cost of the cheapest
reduction measures. At present, the carbon price is
around 30 euro per tonne of CO₂.
As a result of the EU ETS, manufacturers in certain
sectors in the EU bear higher costs for carbon
emissions than comparable companies in third
countries. In a bid to shield companies from these
high costs compared to their global competitors and
to prevent the risk of them transferring production
as a result of higher carbon costs in the EU (“carbon
leakage”), most of the manufacturers affected have
been allocated the major share of the necessary
allowances for free. This amounts to a subsidy for
businesses. Across the EU, companies received around
€8.8bn of free allowances in 2018. This free allocation
of allowances is criticised for being inefficient and
inadequately targeted. Companies with very little
international competition receive subsidies, whilst
manufacturers with international competitors that seek
to expand their production find themselves facing high
permit costs.
AK believes that the Commission’s consideration of a
one-off reduction in the total quantity of allowances in
order to bring supply and demand into line would be
a positive step in terms of sending a clear price signal
to ETS companies. In order to provide investment
incentives for low-emission technologies and create
stable expectations among market participants, AK
advocates the introduction of an EU-wide minimum
carbon price in the EU ETS. This could be rolled out
progressively, in parallel with the decline in the total
number of allowances. In this context, in order to
avoid distortion of competition, it would also be useful
to clarify in a uniform manner across the EU the
conditions for the use of certain instruments, such
as the so-called Carbon Contracts for Difference, to
protect companies against price fluctuations.
AK has repeatedly pointed out the shortcomings of the
free allocation system and called for a strict standard
to be applied in assessing whether companies are
at risk of CL. We are open to the border adjustment
mechanism and in the medium term are in favour of
replacing the system of free allocation of allowances in
the EU ETS with a carbon border adjustment system,
as this is more targeted and sustainable. Even if such a
system has its problems – such as ensuring it complies
with WTO rules – AK wholeheartedly welcomes
the fact that the Commission is now working on the
implementation of a border adjustment mechanism.
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It is currently unclear how the reform of the Energy
Taxation Directive and emissions trading will be
coordinated. An overlap of the two instruments, where
certain types of energy use are subject to both the EU
ETS and a carbon tax, should be avoided. The two
instruments should be examined and compared in
great detail with regard to their distributional impact,
particularly where they have a direct impact on
households.

Inclusion of buildings and transport in
the emissions trading (EU ETS)
AK does not currently support the inclusion of the
building sector in the EU ETS, as under consideration
by the Commission. We deem the availability of space
heating to be a basic need that should be met as a
service of general interest and that therefore should be
largely immune to market forces. Price instruments are
unsuitable for managing demand for such goods, as
there is a risk that they may exacerbate social hardship
and thus contribute to widening the distribution gap.
AK also views the inclusion of private mobility in the EU
ETS as problematic. In many regions, workers rely on
their cars because of poor public transport provision and
because they cannot afford to buy low-emission cars.
In freight transport, environmental costs that are not fully
internalised lead to an unjustified price advantage for
road freight transport, which reinforces the intolerable
social dumping in this sector. Less importance is still
often attached to the effects of freight transport on
health, the environment and, above all, on society than
to ensuring the free movement of goods and services.
Unlike passenger transport, the inclusion of freight
transport in the EU ETS is likely to pose few problems
– particularly in terms of distribution issues. Admittedly,
before a final assessment can be made, there is a need
to clarify many details of how it will be designed, such as
whether a separate pool of allowances will be created for
freight transport or whether it will be integrated entirely
into the existing EU ETS. This should be supplemented
by further measures, including regulatory instruments
if necessary, in order to offset the systematic
disadvantages of freight transport by rail, such as the
compulsory transport of certain goods by rail.
With regard to aviation, AK supports an end to the VAT
exemption for intra-European air tickets and the tax on
kerosene. Including aviation in the EU ETS is considered
an appropriate step if it has an equivalent effect. Effective
pricing in international air transport is also desirable. The
current system of offsetting the increase in emissions
from aviation (CORSIA – Carbon Offsetting and
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Reduction Scheme for International Aviation) is extremely
questionable in terms of environmental integrity, because
in many cases offset projects fail to generate permanent
emission reductions. The EU should therefore seek to
replace this system with actual emission reductions
as soon as possible. An increase in the cost of air
transport is also unproblematic from the point of view of
distribution.
We note that it is currently unclear what steps are
planned with regard to the current fuel taxes given the
possible inclusion of the fuel sector in the EU ETS. It is
not possible to assess this measure or its impact on
Member States’ budgets until this is clarified.

Energy Taxation Directive
Through putting emphasis on carbon pricing, the
Commission remains true to its neoliberal orientation.
AK acknowledges that, in the Communication,
the Commission repeatedly stresses that pricing
instruments for reducing emissions must be combined
with measures to mitigate the social costs. However,
AK points out that redistributing the proceeds of carbon
tax does little to protect low-income households
against high costs. This is because even among poor
households a considerable share has above-average
energy bills and cannot afford to invest in energy-saving
measures to help them cut these costs. For them, a tax
rebate on a uniform per-capita basis would not defray
the extra cost of the tax. Moreover, this approach leads
to problems in the medium term, namely when the tax
starts encouraging people to move away from fossil
fuels. As consumption falls, so does the tax base, leading
to a decline in tax revenue. In turn, this reduces the
government’s scope for redistribution.
Although the structuring of compensation measures will
remain a Member State competence, AK believes the
Commission should carry out a detailed examination
of the distributional impacts of the various measures to
mitigate social problems. The Commission should also
discuss variants which, in addition to a general rebate,
provide for specific transfers and investment subsidies
for particularly affected groups, such as commuters or
energy-poor households.
Furthermore, AK proposes that the Commission should
pay particular attention to the impact that individual
measures to meet climate targets have on households,
and above all on low-income households. The
Commission should also regularly analyse and publish
progress reports in this respect.
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Agriculture
In the future, the Commission is thinking of integrating
the agriculture sector into the land use, land-use
change and forestry (LULUCF) sector.. The AK
considers this to be inappropriate, as it would mean
that necessary and possible emission reductions in
arable and livestock farming would, to a certain extent,
disappear due to the carbon sink effect of woodland.
As a result, important potential for achieving
reductions in the agricultural sector could remain
untapped. It also makes sense to consider them
separately because emission reduction measures are
designed very differently in the two sectors.

Concluding remarks
The COVID-19 pandemic is stunting economic
growth, increasing unemployment and having a major
effect on the prosperity of Member States. In this
situation, public investment has a key role to play in
underpinning the stability and crisis-resilience of the
Member States’ economies and that of the EU as a
whole. The end of the current crisis must not mean
a return to the previous rigid rules. This is why AK
welcomes the Commission’s recognition of these
investment requirements.
Budgetary policy should no longer be reduced
to avoiding “excessive” deficits but become an
instrument of balanced economic policies that are
oriented towards prosperity. One such example would
be a golden rule for investment that would exclude
public investment from balanced-budget rules. This
would also strengthen the role of public services –
water and electricity supply, public transport, social
housing, education, care and health facilities – which
have gained much greater visibility during the crisis.
Reducing public debt must not be at the expense
of key objectives such as social security, climate
action or full employment. Indeed, substantial public
investment will be needed in the coming years to
achieve the objectives of the Green Deal and the 2050
climate neutrality targets.
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About us
The Austrian Federal Chamber of Labour (AK) is by law representing the interests of about 3.8 million
employees and consumers in Austria. It acts for the interests of its members in fields of social-, educational-,
economical-, and consumer issues both on the national and on the EU-level in Brussels. Furthermore, the
Austrian Federal Chamber of Labour is a part of the Austrian social partnership. The Austrian Federal Chamber
of Labour is registered at the EU Transparency Register under the number 23869471911-54.
The main objectives of the 1991 established AK EUROPA Office in Brussels are the representation of AK
vis-à-vis the European Institutions and interest groups, the monitoring of EU policies and to transfer relevant
Information from Brussels to Austria, as well as to lobby the in Austria developed expertise and positions of the
Austrian Federal Chamber of Labour in Brussels.

