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Şimulations suggest possibly significant 

leakage rate at industry level

F̧acts ïto date ïon EU ETS

P̧olicy response under uncertainty

Issues with carbon leakage
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Foreword

Global GHG abatement requires 

energy/industry revolutions

It will reshuffle competitive advantages

- Across sectors

- Across regions

Will leakage, and possible solutions to it, 

facilitate or hamper this transition?
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How do we measure carbon leakage?
-a national sectorôs perspective -

Increase in emissions outside EU (as a result of the EU ETS)

=

Decrease in emissions in EU (as a result of the EU ETS)

Decrease in 

emissions per 

unit of output

Intended

Decrease in 

demand for CO2 

intensive 

products

Intended

Loss of market 

share

(trade flows)

ÅTransport costs

ÅCapacity utilisation

ÅBarriers to trade

ÅProduct differentiation

é.

Short term:

production

Long term: 

investments

Not intended
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Competitiveness- driven CL
-a national sectorôs perspective -

Short term:

Production

Longer term:

Investments

Supply-side 

driven

Consumption-

driven

Increase in emissions outside EU 

(as a result of the EU ETS)

=     

Decrease in emissions in EU 

(as a result of the EU ETS)

Changes in trade patterns as a result of the EU ETS

= Possible indicator of carbon leakage
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Leakage rates:

Estimates from simulations

¸Methodologies differ, results very dispersed: e.g.

ÂUS$15/tCO2 on electricity prices (US): leakage  rate <1% 

across heavy industry (Aldy & Pizer)

ÂEUR20/tCO2 on cement (EU27): 70% (Ponssard & Walker)

ÂEUR20/tCO2 on cement (EU27): 40% (Demailly & Quirion)

ÂEUR15/tCO2 on cement (Annex B w/o US, Aus and NZ): 

20% (Demailly & Quirion)

ÂEUR20/tCO2 on iron and steel (EU27): 0.5 t0 25% 

(Demailly & Quirion)

¸Rate of pass-through CO2 cost to prices, allocation 

mode (absolute or óoutput-basedô), transport cost, 

geographical scope


