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	The Commission welcomes the Committee support, in points 1.1-1.3 and 1.5, of the general objectives of the EU Emissions Trading System (ETS) in achieving greenhouse gas (GHG) reduction targets, and ultimately a low-carbon economy, in a cost-efficient manner. The EESC believes that a thorough impact assessment is needed, in particular of the impacts on jobs and competitiveness, taking into account the risks for sectors, value chains, regions and countries.
In this respect, the purpose of the EU ETS is defined by the Climate Law, in which the EU has set the goal to become climate-neutral at the latest by 2050. The Commission has proposed an intermediate target of reducing net GHG emissions by 90% by 2040 compared to 1990, on which a provisional agreement was reached between co-legislators in December 2025.
This provisional agreement sets out a pragmatic and flexible pathway to 2040 that reflects today's economic and geopolitical realities. It provides the enabling conditions to deliver the 90% agreed target, including full implementation of the Clean Industrial Deal.
It sets out some flexibilities and key elements for the 2040 target and for the post-2030 climate framework that will steer the Commission's upcoming legislative proposals:
· The possibility to use high-quality international credits to make an ‘adequate contribution' towards the 2040 target, starting in 2036. This amount can be up to 5% of 1990 EU net GHG emissions, corresponding to a domestic reduction of net GHG emissions by 85% compared to 1990 levels by 2040. This needs to occur in a way that is ambitious and cost-efficient while supporting the Union and third countries in achieving net greenhouse gas reduction trajectories compatible with the Paris Agreement objective to hold the increase in the global average temperature to well below 2oC and pursue efforts to limit the temperature increase to 1,5oC above pre-industrial levels. It must ensure important safeguards that complement those under Article 6.4 of the Paris Agreement, and must ensure the consideration of a pilot period for the period 2031-2035.
· The inclusion of domestic permanent removals in the EU Emissions Trading System (EU ETS)[footnoteRef:2] to compensate for residual hard-to-abate emissions. [2:  	EU emissions trading system | EUR-Lex.] 

· Greater flexibilities within and across sectors and instruments to help achieve targets in a simple and cost-effective way.
The ETS is part of a package of policy instruments to achieve the 2040 target.
The impact assessment for the 2040 climate target has examined the socio-economic impacts of the transition, including, among others, the impacts on employment (in aggregate and at sector level), competitiveness (in aggregate and at sector level), trade, regions, energy and transport poverty[footnoteRef:3]. This follows the impact assessments for the 2030 climate target[footnoteRef:4] and the latest revision of the EU Emissions Trading System[footnoteRef:5]. The Commission will continue engaging in a strategic dialogue on the post-2030 framework, including with industry. [3:  	SWD(2024) 63 final (https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52024SC0063).]  [4:  	SWD(2020) 176 final (EUR-Lex - 52020SC0176 - EN - EUR-Lex).]  [5:  	SWD(2021) 601 final (EUR-Lex - 52021SC0601 - EN - EUR-Lex).] 

In February 2025, the Clean Industrial Deal (CID)[footnoteRef:6] has been introduced to ensure decarbonisation is a driver of growth for European industries. [6:  	COM(2025) 85 final (https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0085);
COM(2025) 378 final (https://commission.europa.eu/document/download/ae2ea9ea-d037-4920-bbf6-a4183b747e34_en?filename=COM_2025_378_1_EN_ACT_part1_v5.pdf).] 

Employment and social aspects:
The transition to climate neutrality is projected to have a limited impact on total employment in the economy, in comparison with the effect of demographic (population ageing), structural, and technological changes (digital transition, artificial intelligence). For a large share of sectors (in particular services), employment will be affected only marginally.
For a few sectors, the transition implies very significant transformations in terms of employment levels, skills needs, and occupations. For these industries, and in particular for the limited number of sectors which will decline (for example, oil and gas extraction), targeted policies and measures will support the transition. The EU does, therefore, need to address both the risk of unemployment in declining sectors and future labour shortages in key sectors for the green transition. It is essential to re- and upskill the workforce in impacted sectors and to ensure that educational programmes are relevant to the labour market. Skills are at the centre of the Green Deal Industrial Plan for the Net-Zero Age[footnoteRef:7] with initiatives such as the skill academies for clean technology sectors, initiatives aimed at ensuring there is a skilled workforce supporting the production of net-zero technologies in the EU. [7:  	COM(2023) 62 final (EUR-Lex - 52023DC0062 - EN - EUR-Lex).] 

The new Social Climate Fund (SCF), using revenues from the new emissions trading system (ETS2) established in the EU ETS Directive, will support vulnerable households, transport users and micro-enterprises affected by the introduction of emissions trading for fuels used in road transport and buildings. The aim is to support these groups amid possible impacts from carbon pricing and help invest in more efficient buildings, decarbonising heating and cooling and sustainable transport. All this will help to reduce reliance on costly fossil fuels, as part of broader efforts by the EU and Member State fiscal policies. In addition, the SCF can support vulnerable groups through targeted and temporary direct income support.
Competitiveness:
EU economic resilience and the competitiveness of its industries have suffered from rising energy prices and geopolitical instability. The EU must address challenges related to the climate crisis, competitiveness concerns, and economic resilience all at once.
The EU has created strong foundations with the Green Deal Industrial Plan, the Net Zero Industry Act[footnoteRef:8], the Critical Raw Materials Act[footnoteRef:9], and other initiatives such as REPowerEU or the Competitiveness Compass. The Clean Industrial Deal builds on this and contains concrete measures to make decarbonisation a driver of growth for European industry. This includes concrete actions to improve access to affordable energy, lead markets, public and private investments, materials and resources, global markets and international partnerships, skills and quality jobs. To this end, for instance, the Affordable Energy Action Plan (AEAP) announces measures to step up electrification, speed up permitting procedures, improve the efficiency of network charges, and encourages Member States to lower taxes and levies on electricity. Additionally, the Industrial Accelerator Act introduces targeted and proportionate ‘Made in EU' and / or low-carbon requirements for public procurement and public support schemes. These will apply to selected strategic sectors, notably in steel, cement, aluminium, cars, and net-zero technologies, while establishing a framework that can be extended, where appropriate, to other energy-intensive sectors such as chemicals. This will strengthen European production capacities and boost demand for European-made clean technologies and products. [8:  	COM(2023) 161 final (https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52023PC0161).]  [9:  	PE/78/2023/REV/1 (https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202401252).] 

The 2040 target and the 2050 climate neutrality target require an additional 1.5 percentage point of Gross Domestic Product (GDP) during 2021-2050 in investment compared to average energy system investment in 2011-2020. The resulting evolution of investment as a proportion of GDP is not exceptional in historical terms, though the increase would need to be sustained over a prolonged period of time. To support these investments, the Union will build on the successful tools it has. To give a few examples: with the review of the EU ETS, and based on the experiences of the ETS-financed Innovation Fund, the Commission proposes an Industrial Decarbonisation Bank, which aims at providing EUR 100 billion in funding for industrial decarbonization. State aid measures will be fast tracked through the Clean Industrial Deal State aid Framework. EU Invest will also be revamped and several additional guarantee and lending systems will be developed with the European Investment Bank (EIB) to derisk investments related to clean tech manufacturing and industrial decarbonisation. Lead markets for decarbonised industrial products have to be fostered. Non-price criteria will be developed and their use encouraged under public procurement.
Cost of inaction:
Ultimately, the cost of inaction on climate change globally would be much higher than the cost of decarbonisation. And the co-benefits of climate action are substantial, in terms of reductions in premature deaths and illness due to air pollution, in terms of reduced costs of importing fossil fuels, and in terms of reducing exposure to energy price shocks.
According to the European Environmental Agency, the economic losses due to weather and climate related events amounted to EUR 650 billion in the EU in the past four decades (1980-2022), of which EUR 59.4 billion in 2021 and EUR 52.3 billion in 2022.
Estimating the total costs of future extreme weather events is extremely difficult and subject to major uncertainties. However, a conservative estimate is that EU GDP could be about 7% lower by the end of the century in the absence of strong mitigation efforts.

	In point 1.4, the EESC points out that the ETS mechanism presents a number of critical implications regarding compliance costs and potentially distorting effects, as well as imposing an excessive administrative burden. The Commission emphasises that a robust monitoring, reporting and verification (MRV) system is crucial for the credibility and functioning of any emission trading system. It is the complete, consistent, accurate and transparent MRV system that creates trust in the EU ETS, ensuring that operators meet their obligation to surrender sufficient allowances.
The EU ETS MRV system is also designed to be cost-effective. The system already includes a range of possibilities for simplified approaches, such as a simplified monitoring plan for installations with low emissions, while maintaining the integrity of the system. Moreover, as part of the 2026 EU ETS review, the Commission also evaluated the implementation of the ETS Directive, including the effectiveness and efficiency of the MRV system. The ETS review, presented on 17 July 2026, introduced targeted simplifications to make the system even more effective and reduce administrative burden. This for instance includes simpler monitoring, reporting and verification for the maritime sector[footnoteRef:10]. Further concrete examples of ʻexcessive’ administrative burden that could be reduced are nevertheless welcome. [10:  	COM(2026) 620 final (https://climate.ec.europa.eu/document/download/2a0f3e9c-5562-4253-8327-dc7bea886ed8_en).] 


	All sectors of the EU economy, including maritime transport, need to contribute to the EU climate neutrality goal by 2050. The EU ETS extension to maritime transport as of January 20246 is a key policy in the decarbonisation of the maritime sector.
The EESC states in point 1.8 that the inclusion of the maritime transport in the ETS framework introduced further challenges. Nonetheless, the Commission observes that the roll-out of the ETS extension to maritime transport has advanced fast and well, building on the long-standing experience in the monitoring, reporting and verification of GHG emissions from ships, as introduced in 2018. Shipping companies, Member States, and the Commission took all necessary actions to ensure a smooth start of the system. Compliance with the first surrendering obligation by 30 September 2025 was high, with shipping companies surrendering allowances for more than 99% of their relevant surrendering requirements.
The Commission is well informed about the concerns related to the risk of evasion, particularly on trans-shipment activities, as highlighted in point 1.8, and acknowledges the strategic nature of ports, which are a vital source of connectivity, critical gateways for international trade, important hubs of economic activity, and central logistics and distribution nodes allowing access to essential resources and commodities. In line with the requirement stemming from the ETS Directive, the Commission published on 18 March 2025 its first report on the monitoring of the ETS extension to maritime transport[footnoteRef:11] and its supporting study[footnoteRef:12]. The report looks specifically into the potential risk of evasion and circumvention and highlights their possible negative impacts (point 1.10). More recently, the ETS review, presented on 17 July 2026, has proposed additional safeguards to reduce the risk of evasion and circumvention. The Commission has notably proposed to strengthen the current framework by revising the criteria used to identify ‘neighbouring container transhipment ports’. In addition, the Commission has proposed a new complementary measure in the form of a proportionate derogation targeted to large container ship, which use transhipment capacity at EU ports for moving containers between two non-EU countries. [11:  	COM(2025) 110 final (https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1788416761099&uri=CELEX%3A52025DC0110).]  [12:  	https://climate.ec.europa.eu/document/download/2fe45945-e1ec-4b84-b78b-bd2a50d03478_en?filename=Report%20on%20monitoring%20the%20impacts%20of%20the%20EU%20ETS%20extension%20to%20maritime%20transport.pdf.] 

It should also be noted that under the current framework, Member States are required to spend all their EU ETS revenues in support of the green transition, and that the ETS Directive already foresees the possibility for Member States to support measures to decarbonise the maritime sector, including through investments in ports. The ETS review proposal from the Commission takes a step further by requiring Member States to spend 50% of their national ETS revenues on investments to decarbonise ETS sectors, including in relation to maritime transport. The Commission will continue its monitoring activities, actively seeking the support and collaboration of Member States, ports, agencies, and other relevant stakeholders to swiftly identify new trends, patterns and emerging issues.
In relation to point 1.10, the Commission thoroughly assessed the impact of the ETS extension to maritime transport on production and employment in its 2021 Impact Assessment9. Regarding costs, the analysis showed that the estimated impact on commodity prices relevant to European trade was expected to be relatively small (less than one percent price increase by 2030), with a very low effect on demand. Moreover, while shipping costs are indeed estimated to have risen by 3.7% in 2024 and will likely rise more in the subsequent years, it should be noted that this will only happen if no energy efficiency or emission reduction measures are taken by operators and/or ship owners. Lastly, it should be recalled again that that the bulk of revenues generated by the ETS flow back to Member States to support the green transition.
In relation to point 1.11, on the effect of the ETS extension to maritime transport on economies of islands and Member States with a strong dependence on shipping and maritime activities, the Commission would like to recall that Member States with a high ratio of shipping companies compared to their population, such as Malta and Cyprus, receive additional ETS allowances under the current framework. Furthermore, it is possible for Member States to request a temporary derogation for certain maritime transport activities for islands with a population of fewer than 200.000 permanent residents.
In relation to point 1.6, the Commission will continue supporting the development of an ambitious legal framework at the International Maritime Organization (IMO) to reduce the climate impact of the whole sector and welcomes the support of the EESC in this regard.

	In point 1.7, the EESC expresses support for the recently tabled simplifications of the Carbon Border Adjustment Mechanism (CBAM) and urges the Commission to carry out ex post impact assessments to monitor the concrete impact on businesses and jobs. Moreover, in point 4.11, the EESC expresses the need for a CBAM export solution.
The Commission welcomes the EESC’s support for the adopted simplifications to the CBAM Regulation to reduce the administrative burden for business, while maintaining the CBAM objectives. The CBAM Regulation amendment entered into force on 20 October 2025[footnoteRef:13]. As mentioned above, the 2026 ETS review also included an evaluation of the ETS implementation and possible options for simplification. [13:  	Officially published: Simplifications for the Carbon Border Adjustment Mechanism (CBAM) - Taxation and Customs Union.] 

On 16 December 2025, the Commission published the Report from the Commission to the European Parliament and the Council on the application of the Regulation on the Carbon Border Adjustment Mechanism[footnoteRef:14] in which a broad review of CBAM was conducted, including an assessment of possible extensions of the mechanism, such as to indirect emissions for all sectors, and to other sectors at risk of carbon leakage. As announced in the Steel and Metals Action Plan on 19 March 2025, the Commission has, on 17 December 2025, also proposed an amendment to the CBAM Regulation to strengthen the effectiveness of CBAM by including specific steel and aluminium-intensive downstream products. The Commission is also proposing measures to close loopholes to prevent circumvention[footnoteRef:15]. [14:  	COM(2025) 783 final (https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0783&qid=1770395159068).]  [15:  	Commission strengthens the Carbon Border Adjustment Mechanism.] 

As also announced in the Steel and Metals Action Plan, and further elaborated in the Communication on Delivering on the Clean and Industrial Deal I of 2 July 2025, the Commission has, on 17 December 2025, launched a fund to temporarily support EU producers of CBAM goods and mitigate carbon leakage risks. This addresses the competitiveness loss in third-country markets where EU goods might be supplanted by cheaper, more emission-intensive alternatives, potentially increasing global emissions. The fund will reimburse a portion of the EU-ETS carbon costs for goods still facing carbon leakage risks, with support contingent upon demonstrated decarbonisation efforts. Financing will come from Member State contributions, constituting 25% of revenues from CBAM certificate sales in 2026 and 2027, while the remaining 75% will be an EU Own Resource[footnoteRef:16]. The ETS review proposal provides a different, permanent solution from 2028 onwards. From 2028 onward, 15% of the free allocation reduced in CBAM sectors will be returned to the industry and the phase-out date for free allocation for these sectors will be extended to the end of 2037. [16:  	Questions and Answers on the Carbon Border Adjustment Mechanism (CBAM).] 

The next CBAM review report is due before 1 January 2028.






