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THINKING CLIMATE PROTECTION AND INDUSTRIAL Qi -

POLICY OPPORTUNITIES TOGETHER

CO, emissions by country

Billion tonnes

Forecast period

e
e e
e S S

199095 00 O5 10 15 20 25 30 352040
B EU28 without Germany ™M Germany B USA

China ™ India M Asia and Oceania
excluding China and India

Russia M Africa Other countries
@ EU28 including Germany = USA China
% India = Other countries

Sources: IEA (2020a), IEA (2020a, 2020b)
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zur Begutachtung der
gesamtwirtschaftlichen Entwicklung

N The switch to low-emission technologies requires
deep structural change

N Value chains are shifting
N New markets are emerging

N The transformation of energy supply also
determines industrial policy opportunities

N Decision on market entry
N What options are available to companies?

N Today's policy has a strong influence on this, the
course must be set today
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SECTOR COUPLING IS THE KEY

Sector coupling

N Sector coupling is the key to

DTS cocnegeenosces

- Heat pump ¥ emissions
- Fuel cell H,
- ngh -temperature processes H, é

N |ndustrial policy
Industry oy
— w opportunities also through
- Refinery H,
Renewably generated - Steel production H . .
electricity // _ Fertlser production H, N The switch to climate-

neutral energy supply and

\
=

- Battery & .
- Fuel cellH N
e e e The production of key
- components
> / Electricity
E;(agopdf)lsir?; lsjifrtzreﬁgzg:lcr:% - Pumped-storage power station ¥ AN FOC us on home markets and
H, Coupling using hydrogen T etoelta on export markets
¢ Coupling using synthetic fuels ~ 2
Sources: H2.B (2020), own presentation © Sachverstandigenrat | 20-403 3



THE EXAMPLE OF HYDROGEN:
TECHNOLOGICAL FIELDS OF ACTION T

- H2 generation of green and blue H2 (e.g. electrolysis
with renewable electricity, biomass to hydrogen,
pyrolysis, SMR + CCS or CCU, etc.).

= H2 logistics - national, European, global (pressure and
cryo technologies, chemically bound. Transportin
pipeline, tanker, train or truck).

= H2 use in mobility, industry and energy (H2-powered
vehicles, H2 as a building block of chemical products, s Source: Hydrogenibous LOHG Technologies
etc.) o

= H2 scaling of key components of a future H2 economy -
(electrolyzers, fuel cells, logistics applications, etc.)

Source: Sgroi et al. 2016
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TRANSITORY RISKS AND CHALLENGES
gemmgtwirts:haf%ﬁchen Entwicklung
CO, emissions in electricity generation in 2018
CO, emissions in CO, emissions in
1o L ennes per capita tonnes per MWh — N Emission intensity of energy supply
9 4 L 09 today is very heterogeneous within
8 - - 0.8 the EU
7 - 0.7
6 r 06 N Decarbonization of all sectors as a
5 4 - 0.5 hall
4 - L 0.4 challenge
3 - 0.3 ) .
2 l l - 0.2 N The structure of value creation is
1 1 - 0.1 Qi .
1 N N N ll,l,lll,l—-o decisive:
CZ PL DE FI GR PT IT AT SE FR
N Extraction of fossil fuels and raw
B CO, emissions per capita (left hand scale) materlas,
CO, emissions per MWh of electricity generation N Manufactu ring oriented
(right hand scale)
m Share of fossil energy sources in electricity N Service oriented

generation in %

Sources: IEA, own calculations
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STRENGTHENING MARKET-ORIENTED INSTRUMENTS P

Reform the German energy
price system.

Reform and expand European
climate protection instruments.

Energy tax directive
European emissions
trading

Border carbon adjustments

Secure and tighten CO,
price path.

Elimination of levies on
electricity and partially
compensation via revenues
from CO, pricing

Reduce electricity tax to
the minimum rate of the

EU energy tax directive. [ Design and communicate energy price reforms correctly. ]

Take distributional effects into account.
Use income in a targeted and transparent manner.
Communicate reforms convincingly.



CONSIDERING DISTRIBUTIONAL AND INCENTIVE g
EFFECTS '

Reduction of levies and charges

N

Remove EEG levy as a component of the
electricity price

Reduce electricity tax to European
minimum rate

Various advantages

N

Planning security for companies and
households

Compensation for burden caused by CO2-
pricing

Investment incentives for new, low-emission
technologies

Reduction of bureaucracy

ur Begutachtung de ;

Overall fiscal impact of national carbon pricing and
energy price reform

€ billion
30 -~

20 -
0 -

10 4

220 -

_40 I I I I 1
2022 2023 2024 2025 2026

B Revenue from carbon pricing
Adverse impact on the public finances owing to the abolition/reduction of:
EEG surcharge M Electricity tax Associated sales tax

-®- Annual balance

-30 4

Sources: Federal Ministry of Finance, dena (2020), own calculation 7
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CARBON BORDER ADJUSTMENT OR “CLIMATE CLUB”? '?ﬂ"ps'u

CO, emissions of German imports in 2015 by

country of origin - Carbon Border Adjustment announced in the “Fit
10 2 for 55” package
10 v Steel and iron, cement, aluminium, fertiliser,
electricity
8 .
v Free allocation phased our until 2035
6 1 .
v Pilot phase 2023-26
4 -
, = Should prevent carbon leakage and maintain
competitiveness, but
0 .. . . .
NL | FR [ 1T | PL [ CZ | UK [ AT | CN [ US | RU v Cumbersome administration and monitoring
Countries in the EU ETS Countries not in o ]
the EU ETS v Legal and political uncertainty
Share of CO, emissions in imports M Share of imports v Potentially retaliation if interpreted as trade
Sources: Federal Statistical Office, own calculations barrier
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STRENGTHEN INTERNATIONAL CLIMATE COOPERATION

B Existing emission trading system or carbon tax @ Considerations to implement carbon pricing

O No carbon pricing mechanism

Sources: EuroGeographics for the administrative boundaries, World Bank
© Sachverstandigenrat | 21-450

n Entwicklung

Expansion of the EU ETS as a
starting point for global climate
cooperation

Use renewable energies to diversify
own energy dependency

Coordination in a climate club could
reduce carbon leakage and make
climate policy more efficient

Establish reliable methods for
calculating emissions from
countries, products and
investments.
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zur Begutachtung der
gesamtwirtschaftlichen Entwicklung

i

CURRENTLY VERY HETEROGENEOUS CO2 PRICE LEVELS
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SUPPORT CO2 PRICES

H,-Startnetz 2030

' SACHVERSTANDIGENRATT
ur begutechiung ae

N Significantly accelerate
infrastructure development

N Accelerate planning and
approval procedures

N Train and further educate
skilled workers

N Selective and temporary
subsidies

11
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TRIGGER PRIVATE INVESTMENT



THE GLOBAL ENERGY SUPPLY IS BEING REORGANIZED ™5mmmoceves

zur Begutachtung der

1
gesemiwirtschaftiichen Entwickiung

Big potential for
exporting Green H,
(selected)

High skills in

H,-related technologies M s



FASTER SUCCESS IN CLIMATE PROTECTION

N Strengthen market-oriented instruments

N Benefit from sectoral and temporal flexibilities
N Carefully consider distributional effects

N Support CO2 pricing

N Trigger private investment

N |nternational focus of climate policy

——
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VIELEN DANK FUR IHRE
AUFMERKSAMAKEIT.

SACHVERSTANDIGENRAT
zur Begutachtung der
esamtwirtschaftlichen Entwicklun

Besuchen Sie uns im Internet unter:
www.sachverstandigenrat-wirtschaft.de

Und folgen Sie uns bei Twitter
@SVR _Wirtschaft
@GrimmVeronika
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