






A feckless ETS  
Due to the low price of CO2 – roughly € 5 per tonne of 
CO2 as of April 2016 – financial institutions do not factor 
in the price signal in their investment plans. One way 
to redress this would be to establish a price corridor for 
carbon, initially only enforceable for electricity pro-
duction so as not to hinder industrial competitiveness 
(the UK, which has effectively used this to switch from 
coal to gas and thus reduce emissions, and France have 
recently made a proposal to other Member States to 
implement such a price corridor). 

In addition to this, the EU must seriously consider cre-
ating a regulatory body for the ETS to make it more re-
active than is currently the case, where a rule change 
requires approval from the Commission and all Member 
States. 

Failing this, the EU should consider implementing a 
carbon tax. For however the EU achieves it, if it is to 
meet the challenges posed by the Paris Agreement it has 
no choice but to put a price on GHG emissions. 

An electricity market in tatters
If the EU wants to further bolster the wholesale price 
of electricity and prevent major historic producers 
from going out of business, it must transform its elec-
tricity market.

In the short term, as mentioned above, a floor price 
could be instituted in the carbon market. This will 
have the added effect of raising the wholesale price 
of electricity and spurring a reduction in the use of 
coal. 

Over the longer term, there are three possibilities: 

     Take heed of the UK’s recent move to regulate the 
     market through capacity mechanisms and fostering 
     investment through long-term contracts.

     Consider remunerating not only energy produced 
     but power installed through calls to tender along the 
     lines of what has been done in South America.

     Foster confidence in the markets by regulating 
     carbon and electricity and ending subsidies for 
     energy sources.

THE DIFFICULT ENERGY TRANSITION AHEAD 
France’s 2015 law on the energy transition for green 
growth confirmed the country’s goal of reducing its 
GHG emissions from their 1990 levels by 40% by 2030 
and 75% by 2050. Its national low-carbon strategy, 
published in 2016, defines the carbon budgets to be 
respected over the coming decade and emphasizes 
energy efficiency, in particular in housing. 

While, as mentioned above, France has made signifi-
cant progress in lowering its GHG emissions from 
1990 to 2014 by about 19 %. This must be put in per-
spective: It is in part related to the fact that many 
more products consumed in the country are manu-
factured abroad. 

That said, the energy transition faces two important 
hurdles: 

     Once the country’s last coal-fired plants are shut 
     down, electricity generation will account for less

 
     than 4% of the country’s total emissions. This 
     means in the future, as previously mentioned, the 
     effort to reduce GHG emissions will have to focus 
     on transport, residential and commercial housing 
     and agriculture, sectors where it is much more 
     difficult and costly to reduce emissions.  

     The drop in fossil fuel prices makes different measures
     to increase energy efficiency (e.g. renovating housing)
     costly and may even result in a “rebound effect” in 
     transport, i.e. increased vehicle usage. 

Given this, in the coming decade, reducing GHG by 
the least expensive means possible must be a priority, 
with other goals determined in relation to this over- 
arching ambition. For example, reducing energy con- 
sumption must be a means to bringing down GHG 
emissions. 

Economic competitiveness, however, must not be left to 
the wayside when it comes to the energy mix. France’s 
Regulatory Energy Commission (Commission de régu-
lation de l’énergie, CRE) estimates that measures to 
foster developing renewable energy sources could reach 
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