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• Ex post perspective: No significant EU ETS-triggered Carbon Leakage 

observed  

 Challenge of carbon leakage overstated? 

 CO2 prices too low (or too volatile) to trigger leakage?  

 Effective countermeasures to prevent carbon leakage (direct and 

indirect carbon costs)? 

 Time period for observations too short (i.e. production leakage vs. 

investment leakage)? 

 Uncertainties on carbon pricing in (some) other jurisdictions too high?     

• Ex ante perspective: Predictions on carbon leakage  

 Broad diversity in modelling results   

 Many key assumptions in question (“In Search of the Armington 

Elasticity”) 

 Real world representation (of countermeasures etc.) in question 

• The way forward: Building empirical evidence and learning by doing   

EU ETS and Carbon Leakage 

Evidence so far 



• Two main routes: Free allocation (for non-electricity) & compensation 

of indirect costs 

• Free allocation 

 Key mechanism for industrial emissions  

 97% of industrial emissions qualify for allocation under the carbon 

leakage provisions (of that 70% combined criteria, 20% carbon cost 

criterion, 9% trade intensity criterion, 1% qualitative assessments)  

 Impact of the system-wide adjustment factor to be stronger in future 

 Some unrealistic assumptions for compilation of the leakage list 

• Carbon price within the EU ETS 

• (Implicit) carbon prices outside the EU: US (regions), China 

(provinces, nation-wide to come), South Africa (carbon tax) etc. 

 Could new (price elasticity etc.) or company-specific indicators be 

suitable and feasible ?  

 Effective with regard to production leakage but effectiveness for 

investment leakage in question 

Carbon Leakage & EU ETS countermeasures 

Narrowing the focus (1) 



Carbon Leakage & EU ETS countermeasures 

Narrowing the focus (2) 
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• Incentives for operational and investment leakage are very different! 

• Taylor-made approaches suitable (allocation & investment support)? 



Carbon Leakage & EU ETS Countermeasures 

Offsets between allocation & price distortions 
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Thank you very much 

非常感谢! 欢迎指教!  

Dr. Felix Chr. Matthes (孟斐)  
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