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Rising inequalities and climate change are characterizing
a new normal
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COVID effects are magnified by the New normal while showing
even clearer the need for energy transition

Climate Change Energy Transition
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and increases inequality
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on planetary boundaries - NATURAL CAPITAL on planetary boundaries
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Shaping an inclusive energy transition
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I Methodology in a nutshell

A comprehensive
approach

In vitro

Real life check

Policy options

Modelling and lessons learnt to ensure
positive effects of selected bouquet

of decarb policies, aiming at 95% CO,
reduction by 2050.

Analyzed the impacts of six key policies
on economy, jobs and inequality up
to 2050 in EU27+UK and EU

macro-regions.

Results helped select and analyzing
case studies.

Outlined policy options which, if
combined — considering Covid-19 crisis —
show that an inclusive energy transition
is possible for the benefit of all.
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I Climate policies in vitro: the impact on equality

Gini coefficient GINI index variation for individual policy scenario without revenue balancing (EU27+UK)
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Policymakers have a key role in managing distributional effects

GINI index variation for individual policy scenario with revenue balancing (EU27+UK)
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I Mitigation case studies are showing practicable pathway

Job retraining programmes in fossil fuel sectors
SCOTLAND, 2016. The Transition Training Fund (TTF) was
set up to support unemployed workers in the oil and gas sector
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Lump-sum transfers to " ' s s o SR 5
. S AT s q 3 —8s
offset increased D T R S

household costs from =
carbon pricing
CANADA, 2018. It
introduced the Climate
Action Incentive (CAl) for
households in provinces
subject to the federal -
carbon tax ' ~

N~

Compensation funds can compensate
taxation on energy vectors and carbon
pricing

A reduction of VAT or taxes on electricity bills
increases the available income to households
SWEDEN, since 1990 has used tax policy

to counter regressive effects of environmental taxes
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;a Reducing energy bills to low-
//} income households increase
- d f their living standard
S ITALY, since 2007 a social bonus
/ for energy consumption can be
1 requested by low-income
households
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A targeted support scheme for energy efficiency reduce
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CALIFORNIA, The State requires that - energy costs and boost the economy
235% of GHG Reduction Funds are used £ ITALY, 2019. Ecobonus extended to obtain a 110% tax reduction
to benefit disadvantaged communities ( for investing in energy efficiency measures
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A well-balanced package of decarb policies should brace

an inclusive energy transition

Considering their simplicity, effectiveness, and deployability into EU,

four key mitigating policy options were selected

~— -

7

Redistributing
revenues through
lump-sum transfers
on per-head basis or
lowering VAT /
taxes on electricity
to the general public

\)

Implementation of
targeted energy
efficiency measures
with no upfront costs,
specifically targeting
low-income
households

\)

A
RAAR

Long-term
job retraining
programmes to
avoid unemployment
in affected industries

\
A

Funding of subsidies
for new low-carbon
technologies via
general taxation or
using carbon revenues
to avoid uneven
bearing of the costs
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The combined policy options can ensure more equality...

GINI index variation for combined policy options in EU27+UK
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I ... increase GDP and employment...

EU27+UK macroeconomic impacts of combined policy options
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I ... and have a progressive effect in all EU regions

Distributional effect across EU macro-regions - Combined policy options

0.0% —

-0.5%

-1.0%

-1.5%

% difference in Gini coefficient

-2.0%

-2.5%
2025 2030 2035 2040 2045 2050
I Northern Europe M Central and Eastern Europe [l Southern Europe [l Western Europe
’ ) 7~
S cambridge e powenng people AGuidehouse C C |

econometrics

Foundation



enel

Foundation

enelfoundation.org

All rights reserved. No part of this document may be reproduced or transmitted in any form or by any means, electronic,
mechanical, photocopying, recording or otherwise, without prior written permission of Enel Foundation



