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Abstract

Abstract

This Bachelor thesis focuses on the effectiveness of the current emissions trading policy
of the European Union. The aim is to analyse the extent to which the climate policy has
been able to save carbon emissions so far. Furthermore, the thesis outlines the future ob-
jectives of this policy. For this purpose, various recent studies are used to evaluate the
goals and results of the emissions policy based on literature study. Therefore, the thesis
is divided into two parts in order to answer the research question: “Is the European Un-
ion’s current emissions trading policy effective in reducing carbon dioxide emissions?”.
On the one hand, the European Emissions Trading System will be analysed and evaluated
with regard to its effectiveness. On the other hand, its influence on innovation is elabo-
rated using Porter's Five Forces framework. The analysis from the literature shows that
the current emissions policy, compared to the current results from 2020, is not effective
enough to achieve the future goals of the European Union. Indeed, the carbon price is still
too low and other greenhouse gases are not included in the overall pricing. In addition, an
EU-wide carbon price is proposed to better manage the regulations. Although the Euro-
pean Emissions Trading System already offers a good path to a climate-neutral future,
there is a lack of the necessary breakthrough technologies to drive innovations. Conclud-
ing, the European Union still needs to make several adjustments to come close to meeting

its 2030 and 2050 targets.

II



Table of Contents

Table of Contents
LiSt of abDreviations......uieciiiiiiiiisiniiniiisniiisnicnsnecssnecssnecssssecsssssessssscssssscssssssssssees \%
1 INErOAUCHION uueeeeeeeeicneriineiinnnecsinnecssseecssseecsssncsssssesssssesssssessssasssssssssssnssssssssssassssans 1
1.1 Function of the EU ETS.....ccoiiiiii ettt 2
1.2 Development of the EU ETS......c.oooiiiiiieiece ettt e e e nnaens 3
2 Structure of the paper 6
B Y (514 T e [0 Lo o RSP TRRR 7
3  Literature review .12
3.1 COrtifICAE PIICE..uvieviierieriietietieteetestte st et ete st e steesteesbeesseessessaessaesseesseesseesseessesseesseensenssenssensens 12
3.1.1 Definition allowance price in the EU ETS .......c.cccooiiiniiiiieiieiececeee e 12
3.1.2 Current positioning of the alloWance Price...........cevieriereereeieiiesiereeree e 14
3.1.3 Sustainable positioning of the certificate Price..........cooceereereroerienieniere e 17
3.1.4 Effectiveness of CO2 allOWANCE PIICES ......eevrrreertierieeiieieeieeeeseeseeeseeeeeeeeeneesneesneenseens 19
3.2 Innovation power according to Porter’s Five FOICes .......covviiviiiviinienieniiciieieeieseeieeve e 22
3.2.1 Definition Porter's FIVe FOICES ........coiiiriiiiiiiiiiiee e 23
3.2.2 Definition INNOVALION «..c..ovuiitiiiiiiieiieieie ettt sttt st ettt neeenes 24
3.2.3 Influence of the EU ETS on INnovation ProCesses ..........cceerueruereerieneereeeeeeeeeeeneeeneeens 25
3.2.4 Effectiveness of the Innovation power of the EU ETS.......cccoooiiiiiiiiiiiieeeeee 26
3.2.5 Enhancement of the Innovation process through the EU ETS ........cccccoooviiviiiiiniiiniienn, 27
4  Results.....ueeverieennennennene 30
4.1 BAECHIVEINIESS ...ttt ettt e b ettt st b e bt et en e eat e s bt s bt bt e e e 30
4.2 EU TaIZEES ..uveeeiieeieeeiieeieeetteerteeeteeeteeetaesbeeseteeanseesstaeanseessseeasseesnseeasseessseesssessnsesnsseessseensseenns 31
4.3 CUITENE OULCOIMIES ..c..veuviertieniienieeite ittt et et et et e sbtesbeesbee bt e bt eatesbeeeb e e bt enbeenbeeanessbesbaesbeenbeenseenee 32
4.4 Extent of effectiveness regarding INNOVAtION..........c.ccecvevieiiirininininieicencese e 34
4.5 Extent of effectiveness regarding Emissions Trading System .........cc.cccceerineninerncenenencnenn 37
O O 04T 7 T LD o) DTSSR 39

m



Table of Contents

5 DISCUSSION uecevureerueiisnensecssnecsnnissansssecsssecssnsssansssassssessssssssssssassssasssssssassssassssasssssssanss 41

5.1 LAMIEATIONS 1.ttt ettt ettt e a e et e st e bt et emteeseesbeesb e e bt et e emeeeseeebeenbeenteenteeneeeaeas 43
O ©71) 1 T 11 1) T | F OO 45
LISt Of LIEEIAtUI@ ...uueeeeiieeiineiiiiniinnnenteestecsneisaisssesssseesssssssssssesssessssssssssssassssesssssssanss 47
APPENdiX ..ueereecrcnnnecscsnnnecsans 58
Text Of CertifiCation ......eeecieeiciseeiiisnieiiseicsssnncssnncssnecssnecsssnecssssecssssssssssssssssssssssssssses 69

v



