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List of acronyms
EU ETS - EU Emission Trading System (covers both ETS1 and ETS2)

ETS1 - Emission Trading System covering industrial, energy production, aviation and shipping
sectors

ETS2 - Emission Trading System covering road transport and buildings

SCF - Social Climate Fund 

SCP - Social Climate Plan

MSR1 - Market Stability Reserve of ETS1

MSR2 - Market Stability Reserve of ETS2

LRF - Linear Reduction Factor

CDR - Carbon dioxide removals

CRCF - Carbon Removals and Carbon Farming Regulation

RED - Renewable Energy Directive 

EED - Energy Efficiency Directive

EPBD - Energy Performance of Buildings Directive 
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https://www.eea.europa.eu/en/analysis/indicators/greenhouse-gas-emissions-from-energy
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https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:12012E/TXT:en:PDF
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https://climate.ec.europa.eu/news-other-reads/news/eu-emissions-trading-system-has-reduced-emissions-sectors-covered-50-2005-2025-04-04_en
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https://www.linkedin.com/posts/carbon-market-watch_todays-european-commission-announcement-activity-7445092698367201281--YHc?utm_source=share&utm_medium=member_desktop&rcm=ACoAAAMvSKABhLWK5ulwt-P1Hlu6ZXIbUQfkAHU
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https://climate.ec.europa.eu/news-other-reads/news/commission-proposes-targeted-adjustments-market-stability-reserve-decision-support-smoother-start-2025-11-27_en
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was established alongside the ETS2 exactly to cushion negative social impacts stemming from

ETS2. There is an inbuilt solidarity mechanism in the SCF: member states with a higher need will

receive proportionately more funding than the ETS2 price they pay. The fund, however, must be

expanded in size and extended beyond 2032 to be fit for purpose. To access the fund, member

states need to submit National Social Climate Plans, outlining how they will use the money, but at

the time of writing, only a couple of plans have been submitted, long overdue for the requested

deadline of June 30 2025. On top of this, member states should implement additional measures

and social policy to further support vulnerable households, for example, those in rented

accommodation. Climate and social policy can and should work in tandem. 

https://www.rescoop.eu/policy/financing-tracker/social-climate-fund
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https://carbonmarketwatch.org/wp-content/uploads/2025/06/Fit-for-2040-Policy-Brief.pdf
https://carbonmarketwatch.org/wp-content/uploads/2025/06/Fit-for-2040-Policy-Brief.pdf
https://carbonmarketwatch.org/wp-content/uploads/2025/06/Fit-for-2040-Policy-Brief.pdf
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Narrative and messages

Key messages
Climate 

Carbon pricing works: While EU ETS is imperfect, ETS1 has helped halve emissions from
heavy industry and power over the past 20 years.
Polluters must pay: If you break it, you fix it. And if you continue to break it, you should
compensate for the damage you cause, and fund solutions. 

Social justice
Leave nobody behind: The energy transition involves everyone, and people most in need of
support should be empowered to play their part. 
Ensure fairness: Wealthy and highly polluting citizens should pay more for their emissions
whereas vulnerable households must be well supported in the climate and energy
transition. 

Governance
Part of the plan: The EU ETS is a critical element in the EU’s approach to reach its 2050
climate target, and a key source of financing for social climate policies that support an
inclusive transition. But it can’t do it alone, complementary policies must be part of the
policy mix.
Spend wisely: The EU ETS provides hundreds of billions to fund climate action in member
states. These funds must benefit people and contribute to the safety of our planet. Any EU
ETS support to technologies must be limited to truly sustainable and scalable solutions in
the long term.
Ensure transparent and inclusive decisions: Spending of revenues must follow principles of
transparency and accountability. Civil society should be involved in deciding where funds
are allocated.

Although the EU Emissions Trading System is packed with technical detail and heaps of jargon, it
is possible to cut the communications monster down to size by using key messages and
narratives which help detangle what the EU ETS is really about at its core.

Through effective storytelling, direct communication, and simple messaging, it is possible to
explain not only how the carbon pricing scheme connects to people’s lives but also why
policymakers need to defend and continue to improve the ETS. During the LIFE ETX project, we
showed through the ‘Human Stories’ series how the EU ETS can be a force for good:
decarbonising Europe and benefiting people’s lives.

Here’s how to approach the ETS monster:

https://carbonmarketwatch.org/lifeetx-human-stories/






Aspects related to ETS1, ETS2 and the Social Climate Fund are covered in the portfolio of
several Commissioners and Directorate-Generals. Commission President Ursula von der Leyen
assigned Wopke Hoekstra as the Commissioner for Climate, Net-Zero and Clean Growth, who is
responsible for the EU ETS. The EU ETS lead in the Hoekstra cabinet is Olivia Gippner. Hoekstra
reports to Commission Vice President Teresa Ribera, who is responsible for the portfolio ‘A
Clean, Just and Competitive Transition’. 

The EU Emissions Trading System is a climate policy tool, and the Directorate-General for
Climate Action (DG CLIMA) in the European Commission is responsible for overseeing the
implementation of this Directive and draft proposals for legislative change. DG CLIMA leads the
European Commission’s efforts to fight climate change at EU and international level. Head of
DG CLIMA is Kurt Vandenberghe. He sets the direction and oversees the work of the
Directorate-General, following the political guidelines set by Commissioner Hoekstra. Within
the DG, Carbon Markets and Clean Mobility (CLIMA.B), leads the development and
implementation of the EU ETS, which is currently led by Beatriz Yordi. She oversees the
directorate’s work on the EU ETS Directive and coordinates the different departments. Unit B.1
led by Mette Quinn, leads on the EU ETS review and unit B.5 led by Marcos Gonzales Alvarez,
leads on the Social Climate Fund and ETS2 implementation. 

Certain elements of the EU ETS and the Social Climate Fund, as well as highly related policies,
are in the portfolios of additional Commissioners and Directorate-Generals. These include
Stéphane Séjourné, Executive Vice-President for Prosperity and Industrial Strategy (DG GROW),
Dan Jørgensen, Commissioner for Energy and Housing (DG ENER), Roxana Mînzatu, Executive
Vice-President for Social Rights and Skills, Quality Jobs and Preparedness (DG EMPL) and
Apostolos Tzitzikostas, Commissioner for Sustainable Transport and Tourism (DG MOVE).
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Key policymakers

European Commission

The Environment Council (member states)
The EU Emissions Trading System is a Directive that falls within the remit of the EU
environment ministries. It is thus discussed and agreed in the Environment Council. 

For the ETS reform to be adopted a qualified majority in the Environment Council is required. It
is therefore very important to understand the positions of the EU 27 member states on key
aspects of the ETS Directive, and advocacy targeted towards environment ministers will be
critical throughout the legislative process. It is also important to liaise with permanent
representations in Brussels and to keep track of upcoming Council meetings.

https://commission.europa.eu/document/download/51f67af6-3cee-4d19-9061-cfcf2d87036c_en?filename=organisation-chart-dg-clima_en.pdf
https://commission.europa.eu/document/download/51f67af6-3cee-4d19-9061-cfcf2d87036c_en?filename=organisation-chart-dg-clima_en.pdf
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European Parliament
The Committee responsible for revising the EU Emissions Trading System in the European
Parliament is the Environment, Public Health and Food Safety (ENVI) Committee. In this
Committee, one rapporteur will be appointed, responsible for drafting the Committee’s report
on the European Commission’s proposal. The rapporteur will lead Parliament’s political process
towards its final, consolidated version. The parliamentary groups nominate a shadow rapporteur
who will support the lead rapporteur in the drafting of the report at the committee stage. The
committee’s report will first be voted on in ENVI and thereafter in plenary. It must be approved
by a simple majority to become the official position of the Parliament ahead of trilogue
negotiations with the Commission and Council. During the EU ETS revision process, the ENVI
Committee will receive input and may share competences on relevant and specific issues with
other parliamentary committees, namely the Industry, Research and Energy Committee (ITRE),
the Budgets Committee (BUDG) and the Transport and Tourism Committee (TRAN).



https://carbonmarketwatch.org/publications/dont-mess-with-the-ets/
https://caneurope.org/publications/can-europe-position-on-ets/
https://carbonmarketwatch.org/wp-content/uploads/2024/02/CMW_EU_ETS_101_guide_2024_v04-1.pdf
https://carbonmarketwatch.org/wp-content/uploads/2024/02/CMW_EU_ETS_101_guide_2024_v04-1.pdf
https://life-effect.org/project/trends-in-the-emissions-trading-system-in-the-european-union-2005-2024/
https://life-effect.org/project/trends-in-the-emissions-trading-system-in-the-european-union-2005-2024/
https://www.bruegel.org/first-glance/five-reasons-why-attacking-eu-carbon-market-economic-self-sabotage
https://www.bruegel.org/first-glance/five-reasons-why-attacking-eu-carbon-market-economic-self-sabotage
https://influencemap.org/insight/EU-Industry-Associations-Increasingly-Misaligned-with-Corporate-Support-for-the-Emissions-Trading-System-37860
https://influencemap.org/insight/EU-Industry-Associations-Increasingly-Misaligned-with-Corporate-Support-for-the-Emissions-Trading-System-37860
https://www.e3g.org/publications/facts-over-fiction-why-the-eu-ets-is-key-for-a-competitive-secure-europe/
https://www.e3g.org/publications/facts-over-fiction-why-the-eu-ets-is-key-for-a-competitive-secure-europe/
https://carbonmarketwatch.org/publications/the-emissions-aristocracy/
https://climate.ec.europa.eu/news-other-reads/news/2025-carbon-market-report-eu-ets-lowers-power-sector-emissions-and-expands-maritime-transport-2025-12-03_en
https://climate.ec.europa.eu/news-other-reads/news/2025-carbon-market-report-eu-ets-lowers-power-sector-emissions-and-expands-maritime-transport-2025-12-03_en
https://etxtra.org/resources/
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ETS2

CAN Europe position on ETS2
https://old.caneurope.org/content/uploads/2025/08/Position-paper-ETS2-CAN-Europe-
August-2024.pdf

ETS2 101 introductory guide 
https://life-effect.org/training-modules/

FAQ: Social Climate Fund
https://life-effect.org/project/faq-social-climate-fund/

Green Solidarity: Guiding Principles for a Truly Just Social Climate Fund
https://life-effect.org/project/green-solidarity-guiding-principles-for-a-truly-just-social-
climate-fund/

Race to the top: Reform and investment proposals for the Social Climate Plans
https://bankwatch.org/publication/race-to-the-top-reform-and-investment-proposals-for-
the-social-climate-plans

Safeguarding social justice in EU climate finance: Unpacking the MFF-SCF link
https://life-effect.org/project/safeguarding-social-justice-in-eu-climate-finance-unpacking-
the-mff-scf-link/

Why the MSR2 non-paper should be a non-starter
https://life-effect.org/project/why-the-msr2-non-paper-should-be-a-non-starter/

Find further readings, including country-specific insights on the LIFE Effect website:
https://life-effect.org/publications/

Resources
Climact’s ETS Simulator
https://my.climact.com/tools/ets-simulator

ETX Module: EU ETS data and legislative sources
https://etxtra.org/etx-module-eu-ets-data-and-legislative-sources/

Social Climate Fund Tracker
https://www.rescoop.eu/policy/financing-tracker/social-climate-fund

IETA’s ETS2 National Transposition Tracker
https://www.ieta.org/ets2-tracker

ETS2 101 Training Modules
https://life-effect.org/training-modules/

https://old.caneurope.org/content/uploads/2025/08/Position-paper-ETS2-CAN-Europe-August-2024.pdf
https://old.caneurope.org/content/uploads/2025/08/Position-paper-ETS2-CAN-Europe-August-2024.pdf
https://life-effect.org/training-modules/
https://life-effect.org/project/faq-social-climate-fund/
https://life-effect.org/project/green-solidarity-guiding-principles-for-a-truly-just-social-climate-fund/
https://life-effect.org/project/green-solidarity-guiding-principles-for-a-truly-just-social-climate-fund/
https://bankwatch.org/publication/race-to-the-top-reform-and-investment-proposals-for-the-social-climate-plans
https://bankwatch.org/publication/race-to-the-top-reform-and-investment-proposals-for-the-social-climate-plans
https://life-effect.org/project/safeguarding-social-justice-in-eu-climate-finance-unpacking-the-mff-scf-link/
https://life-effect.org/project/safeguarding-social-justice-in-eu-climate-finance-unpacking-the-mff-scf-link/
https://life-effect.org/project/why-the-msr2-non-paper-should-be-a-non-starter/
https://life-effect.org/publications/
https://my.climact.com/tools/ets-simulator
https://etxtra.org/etx-module-eu-ets-data-and-legislative-sources/
https://www.rescoop.eu/policy/financing-tracker/social-climate-fund
https://www.ieta.org/ets2-tracker
https://life-effect.org/training-modules/
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