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CO2 emission standards for cars and vans 
This briefing provides an initial analysis of the strengths and weaknesses of the European 
Commission's impact assessment (IA) accompanying the proposal amending Regulation (EU) 
2019/631 as regards CO2 emission performance standards for new light duty vehicles and vehicle 
labelling and repealing Directive 1999/94/EC. The proposal has been referred to the European 
Parliament's Committee on the Environment Climate and Food Safety (ENVI).  

KEY FINDINGS  

The impact assessment (IA) clearly identifies the initiative's central trade-off: the more flexibility 
manufacturers are granted, the lower their compliance costs – but the higher the running costs for 
vehicle users and society, because more non-zero-emission vehicles remain in the fleet. The IA 
assesses many options with different degrees of flexibility for car manufactures. It is based on a 
relatively rich methodology. It quantifies impacts for manufacturers, consumers, society and the 
environment based on a solid modelling set-up complemented by a total-cost-of-ownership 
approach. It captures distributional impacts and sectoral shifts.  

At the same time, considerable weaknesses remain. The intervention logic is weakened where 
problems are framed as risks relying significantly on stakeholders' perceptions, particularly on non-
compliance, possible premiums and investment gaps. The objectives and monitoring framework 
remain largely broad, particularly at operational level, and the uncertainty analysis is limited to 
electricity- and battery-price sensitivities. Although the evaluations of impacts on small and 
medium-sized enterprises (SMEs) and on competitiveness are useful, they rely on limited and partly 
qualitative input, with no disaggregation by SME size class. More importantly, the final proposal 
departs from the IA in several respects – notably on 2035 targets, fuel and steel flexibilities, 
multiannual compliance, and 'made in the EU' conditionalities – without explaining the reasons or 
likely impacts of these differences. Finally, the IA, which usefully situates the proposal within the 
wider automotive package, would have benefited from an assessment of the combined effects of 
that package, providing clearer visibility on how its measures are expected to interact. 

Background 
The European Climate Law sets legally binding EU targets of climate neutrality by 2050, a 55 % net 
greenhouse gas (GHG) reduction by 2030 (compared with 1990), and – following the European 
Commission proposal of July 2025 – a 90 % net GHG reduction target for 2040. Road transport 
accounted for around 30 % of the EU's overall net CO2 emissions in 2023 (p. 4), and its 
decarbonisation is deemed a prerequisite for achieving climate neutrality and reducing reliance on 
imported fossil fuels.  

In this policy context, the Commission, in its industrial action plan for the European automotive 
sector, announced a review of Regulation (EU) 2019/631 on CO₂ emissions performance standards 
for new cars and vans; this subsequently advanced through the 'automotive package' (presented in 
December 2025) designed to support the sector's transition to clean mobility, while providing 
additional flexibilities for manufacturers.1 The initiative was listed in the 2026 Joint Declaration under 
the 'automotive omnibus' simplification proposal. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:52025SC1058
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:52025PC0995
https://eur-lex.europa.eu/eli/reg/2021/1119/oj
https://transport.ec.europa.eu/document/download/89b3143e-09b6-4ae6-a826-932b90ed0816_en
https://transport.ec.europa.eu/document/download/89b3143e-09b6-4ae6-a826-932b90ed0816_en
https://eur-lex.europa.eu/eli/reg/2019/631/2025-07-09
https://transport.ec.europa.eu/transport-themes/action-plan-future-automotive-sector/automotive-package_en
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Problem definition 
The IA identified four problems (Ps): P1 is framed as a risk that manufacturers may struggle to 
meet progressively stricter CO₂ targets cost-efficiently, due to year-to-year demand fluctuations 
during the transition to new powertrain technologies and a rigid compliance cycle with limited 
flexibility. The IA argues that a potential misalignment between regulatory requirements and market 
behaviour could lead to excess-emissions premiums worsening manufacturers' economic outlook, 
jeopardising investment capacity for the transition, and creating spillover effects for suppliers. The 
argument is mainly supported by stakeholder feedback. 

P2 is also framed as a risk, grounded in stakeholder perceptions that the compliance pathway, 
anchored exclusively on zero-emission vehicles (ZEVs) from 2035, may constrain innovation in 
non-ZEV technologies and related value chains, and reduce manufacturers' flexibility to respond 
to changing circumstances. The evidence is largely qualitative and perception-based, with no 
quantification of the scale of the alleged investment gap.  

P3 is presented more as a present market challenge for manufacturers of vans, linked to the low 
uptake of battery electric vehicles (BEVs) (below 9 % of new registrations) and the heavy reliance 
on fast public charging. The IA cites manufacturers' evidence that many van users depend on fast 
public charging priced two to three times above residential electricity, which worsens vans' total 
cost of ownership (TCO)2 and partially explains the continued preference for ICE vehicles. The IA 
also points to a substantial compliance gap, noting that major van manufacturers were more than 
18 % above target from the first to the third quarter of 2025. It concludes that insufficient ZEV sales 
by 2030 could lead to significant fines and weaken investment capacity. 

Finally, P4 is presented as a current imperfect information issue, as the current directive's scope 
leaves buyers of new vans and second-hand vehicles without adequate information about ZEVs, and 
allows for divergent and non-digitalised presentation formats across Member States for buyers of 
new cars. In line with the findings of the evaluation, the IA argues that these limitations may constrain 
informed purchasing decisions for ZEVs and thereby restrict demand and indirectly affect 
manufacturers' ability to meet CO₂ targets. 

Overall, although the supporting evidence is uneven and often relies on stakeholders' perceptions, 
the IA presents a broadly plausible narrative. However, framing P1 and P2 primarily as risks weakens 
methodological clarity by blurring the distinction between current problems, underlying drivers, and 
possible future consequences. It also appears to steer the design of policy options by giving greater 
prominence to manufacturers' financial relief, without fully explaining why alternative measures 
addressing the underlying market or transition barriers more directly were not assessed. For P1, the 
IA identifies a risk of non-compliance and potential fines; however, it neither estimates the likelihood 
nor the scale of future non-compliance, nor the relative significance of potential fines for 
manufacturers' financial positions. For P2, the claimed barrier to innovation and investments in non-
ZEV technologies rests largely on consultation input, without estimating the scale of the investment 
gap. Moreover, the narrative does not clearly separate a regulatory-design issue (the tailpipe-only 
compliance and its implications on technology neutrality) from a market failure (financing barriers 
to investing in non-ZEV technologies). By contrast, P3 is better evidenced with concrete data on 
the low BEV uptake in vans, the reliance on fast public charging, and the 2025 distance-to-target 
for major van manufacturers. However, the claim that high charging prices are the principal deterrent 
to BEV uptake should have been evidenced more effectively. For P4, the IA clearly identifies limited 
scope, inadequate information for ZEVs, and missing digital and harmonised formats, without 
however quantifying the scale of the problem or separating the regulatory issue from the 
information-asymmetry effects. 

The IA identifies six problem drivers (Ds). According to the IA, the rigidity of the current framework 
(D1), the fluctuating ZEV uptake (D2), and broader competitiveness and investment pressures (D3) 
primarily underpin P1 (risk of missing CO2 targets). The limited technology neutrality (D4) underpins 

https://ec.europa.eu/transparency/documents-register/detail?ref=SWD(2025)155&lang=en
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P2 (risk of limiting innovation beyond ZEV powertrains). Low ZEV demand and the limited 
alternative low-emission technologies in the van segment (D4) underpin P3 (low demand for zero-
emission vans), and the vehicle-labelling framework (D6) is linked with P4 (insufficient 
harmonisation and limited scope of EU vehicle consumer-information rules) (IA, pp. 8-12). 

The links between drivers and problems are sufficiently clear to support the broad intervention 
logic; however, certain drivers are conceptually overlapping. For example, D1 (regulatory system too 
rigid) included not only the compliance rigidity (regulatory issue) but also references to global 
competition, profitability pressures and changing external conditions, which are also discussed 
under D3 (investment and competitiveness pressures). Likewise, information asymmetries are 
discussed under D2, although they are closely connected to D6. This blurring reduces analytical 
precision, making it harder to isolate root causes and to justify option design. Moreover, while the 
root causes of drivers are detailed, the evidence underpinning the narrative is often incomplete (for 
example, statements on the heterogeneity of national fiscal incentives and support schemes are not 
systematically evidenced with a complete mapping of Member States). 

According to the IA, all identified problems are likely to persist without policy change. However, 
the argument is most convincing for problems 1 (original equipment manufacturers (OEMs) struggle 
to meet CO2 targets) and 4 (information asymmetry). Problem 2 (barrier to innovation in non-zero 
emission technologies) is less robustly evidenced, as it relies on diverging stakeholder views about 
whether keeping the light duty vehicle (LDV) market open to sustainable renewable fuels is 
necessary to unlock investment, or whether this would instead divert scarce fuels from hard-to-
abate sectors such as aviation and maritime. For problem 3 (van manufacturers' low uptake 
challenges), the argument remains rather cursory, as the IA states that alternatives to ZEVs may not 
reach the market in time, and that demand may still fall short of what would be needed to meet the 
2030 targets, without indicating the likely scale or duration of that gap.  

Finally, the problem definition section would have benefited from a more explicit use of strategic 
foresight, particularly given the uncertainty surrounding future market, technological and 
geopolitical developments. 

Subsidiarity / proportionality 
The legal basis for the proposal is Article 192 of the Treaty on the Functioning of the European Union 
(environment) enabling the EU to adopt measures to ensure a high level of environmental 
protection.  

On subsidiarity (necessity), the IA and the proposal justify EU action mainly by the transboundary 
nature of climate change and the fact that CO₂ standards and labelling rules are already set at EU 
level. Climate policy is a shared competence, and the IA states that the objectives of this initiative 
'can only be achieved at EU level' (added value). The IA discusses proportionality only briefly in the 
comparative assessment of options, concluding that the two combinations of options assessed do 
not change the policy instrument and do not add significant administrative burden to public 
authorities or regulated entities. For vehicle labelling, proportionality is assessed positively for both 
options, although it would bring more implementation costs to vehicle dealers.  

Finaly, the IA is accompanied by a subsidiarity grid. The subsidiarity deadline for national parliaments 
is recorded as 6 April 2026. On 26 March, the European Economic and Social Committee issued a 
draft opinion (plenary session scheduled for 29-30 April). 

Objectives of the initiative 
The IA's general objective is to provide a more flexible and technology-neutral approach while 
staying the course on climate neutrality and maintaining predictability for manufacturers and 
investors in the fair transition towards zero-emission mobility. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:52025SC1057
https://dm-publicapi.eesc.europa.eu/v1/documents/A6WAAD5KZT2Q-1415362569-6241/download
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The IA lists five specific objectives (SOs): Provide more flexibility for manufacturers to meet their 
CO2 emissions targets (SO1); enhance technology neutrality of the CO2 emission standards (SO2); 
maintain the contribution of the CO2 standards towards the climate targets set in the EU Climate 
Law (SO3); maintain certainty and predictability for manufacturers and investors in the zero-
emission mobility value chain (SO4); and better serve zero-emission vehicle buyers by providing 
adequate information and supporting manufacturers' compliance with CO2 standards (SO5) (p. 14). 

Notably, while the IA includes a distinct problem in the vans market (P3), the objective framework 
lacks a clearly distinct, measurable objective specific to that problem; this can make it harder to test 
the effectiveness of a policy option against that specific problem. 

Overall, the five specific objectives are largely qualitative and do not specify target values or time-
bound milestones (beyond the five-year review clause included in the proposal), thus partially 
meeting the S.M.A.R.T. criteria (Better Regulation Toolbox (BRT), tool #15). The IA also lists three 
operational objectives (p. 54), without explicitly mapping them to the preferred package. These 
objectives mostly restate the same high-level concepts as the specific objectives – flexibility; 
technology neutrality/certainty; consumer information – therefore their value, as concrete 
monitoring objectives, remains limited. 

Finally, the IA reports alignment with the Sustainable Development Goals (SDGs): SDG 3 (good 
health and well-being), SDG 9 (industry, innovation and infrastructure), SDG 12 (responsible 
consumption and production) and SDG 13 (climate action) (Annex 3, p. 34). 

Range of options considered 
The IA defines a baseline and presents policy options in three policy areas: CO2 emissions target 
trajectories and compliance flexibilities; financial support through use of fines; and vehicle labelling. 

The baseline scenario assumes full implementation of the 'fit for 55' package, including the 
reduction of the EU's net GHG emissions by 90 % by 2040 and by 100 % by 2050; tailpipe emissions 
reduction by 100 % by 2035; the revised CO2 emissions performance standards for heavy-duty 
vehicles; the new EURO 7 standards; the revised TEN-T Regulation; the greening of freight package; 
and the roadworthiness package. It further includes the ETS2 and the Renewable Energy Directive 
(RED), and accounts for the national energy and climate plans submitted in 2024 and 2025 (p. 17). 

In the policy area of CO₂ targets and compliance flexibilities, the IA presented policy options under 
four sub-areas: target trajectories, sustainable renewable fuels, off-vehicle charging hybrids, and 
other flexibilities. The target-trajectory options assessed are presented in Table 1, with 
percentages referring to the CO2 emissions target reduction from the 2021 EU fleet-wide baseline.  

Table 1 - Policy options on target trajectories  

Year Baseline (TL_0) TL_vans TL_100_2040 TL_90 

 Cars Vans Cars Vans Cars Vans Cars Vans 

2030 -55 % -50 % -55 % -40 % -55 % -50 % -55 % -40 % 

2035 -100 % -100 % -100 % -100 % -90 % -90 % -90 % -90 % 

2040 -100 % -100 % -100 % -100 % -100 % -100 % -90 % -90 % 

Source: Compiled by the author, based on IA (pp. 18, 26). 

For fuels, the IA examines a carbon credit mechanism (CCM) option converting eligible fuels into 
credits in terms of gram of CO₂ per kilometre (g CO₂/km), and a 'vehicles exclusively running on 
eligible3 fuels' (VEEF) option counting qualified new cars/vans as ZEVs for compliance (as of 2035); 
eligible fuels are grouped either as a sustainable renewable fuel (SRF) variant (renewable fuels of 
non-biological origin (RFNBO) and advanced biofuels meeting RED criteria) or as an RFNBO-only 

https://commission.europa.eu/document/download/c0561a9c-d112-4d20-b1ec-145748e2c61c_en?filename=BRT-2023-Chapter%202-How%20to%20carry%20out%20an%20impact%20assessment_0.pdf#page=72
https://commission.europa.eu/topics/climate-action/delivering-european-green-deal/fit-55-delivering-proposals_en
https://eur-lex.europa.eu/eli/reg/2024/1610/oj
https://eur-lex.europa.eu/eli/reg/2024/1610/oj
https://eur-lex.europa.eu/eli/reg/2024/1257/oj/eng
https://eur-lex.europa.eu/eli/reg/2024/1679/oj/eng
https://transport.ec.europa.eu/news-events/news/green-deal-greening-freight-more-economic-gain-less-environmental-impact-2023-07-11_en
https://ec.europa.eu/commission/presscorner/detail/en/ip_25_1083
https://eur-lex.europa.eu/eli/dir/2003/87/2024-03-01
https://eur-lex.europa.eu/eli/dir/2023/2413/oj/eng
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variant. For off-vehicle charging hybrid electric vehicles (OVC-HEV), including plug-in hybrid and 
range extender electric vehicles (PHEV and REEV),4 two options are defined accounting as ZEVs (as 
of 2035, subject to a cap): OVC-HEV_1 (150 km minimum electric-range) and OVC-HEV_2 (OVC-
HEV_1 plus conditions to maximise electric driving, including fast DC charging ≥50 kilowatts (kW), 
with a further assessed variant linking eligibility to low-carbon steel credits).5 Finally, 'other 
flexibilities' cover multiannual compliance (averaging manufacturers' emissions and targets over a 
multi-year period) and super-credits for small ZEVs through multipliers subject to a cap.  

In the same area (CO₂ targets and compliance flexibilities), the IA examined two combinations of 
options reflecting different degrees of flexibility. Option COMBI_1 lowers the 2030 van target to a 
40 % reduction while keeping the baseline 2035 target unchanged; counts – from 2035 – hybrid 
vehicles meeting certain criteria (OVC-HEV_2) and vehicles running exclusively on SRF (VEEF-SRF) 
as ZEVs for compliance, each capped at 10 % of a manufacturer's new fleet; and applies super-
credits for small ZEV cars (multiplier 1.25, capped at 5 %). Option COMBI_2 builds on COMBI_1 by 
lowering the 2035 target to 90 % reduction for cars and vans (TL_90); setting the caps for eligible 
hybrid (OVC-HEV_2) and SRF-only vehicles (VEEF-SRF) to 20 %; and increasing the small-ZEV 
multiplier to 1.5 (cap 10 %). Multiannual compliance was excluded from both options due to 
'excessive cumulative flexibility' and regulatory complexity (p. 37).  

In the policy area of financial support, two options are considered next to the baseline for the 
allocation of fines collected from manufacturers exceeding their specific emissions targets. Option 
REV_IF assigns excess emissions premiums to the Innovation Fund (IF) to support battery and 
infrastructure projects, whereas option REV_SCF assigns premiums to the Social Climate Fund 
(SCF) to support social inclusive actions for cleaner mobility. 

Finally, under vehicle labelling, option LAB_1 extends the scope to new vans and to second-hand 
cars/vans (sold or leased by retailers) that were first registered in the EU after the revised 
regulation's entry into force; it replaces the current approach with a harmonised EU label, phases 
out the paper guide/poster requirement, and requires advertisements to display key label 
information. Option LAB_2 builds on LAB_1 and extends the scope to all second-hand cars/vans, 
including those registered before entry into force of the legislation.  

Only one option was discarded at an early stage (minimum energy-efficiency thresholds for new 
ZEV), with the IA citing limited benefits relative to costs (p. 23). All retained options are summarised 
in Table 2. 

Table 2 – Overview of policy options (preferred options are indicated in grey) 

Baseline 

See description on p. 4 of this briefing. 
 

CO2 emissions target trajectories and compliance flexibilities 

CO2 emissions targets 

TL_0 
(baseline) 

55 % reduction target for cars and 50 % for vans (2030-2034), 100 % reduction 
(0 g CO2/km) for cars and vans in 2035 (and onwards), relative to 2021 EU fleet-wide 

  
TL_vans Lowers the 2030 van reduction target to 40 %, maintains 2035 targets (for cars/cans)  

TL_100_2040 Lowers the 2035 reduction target to 90 % and delays the 100 % reduction until 2040 

TL_90 
 

Lowers the 2030 van reduction to 40 % and the 2035 reduction to 90 % (for cars/vans) 

Sustainable renewable fuels 

Carbon credit 
mechanism 

 

From 2035, eligible fuels generate credits added to the fleet-wide CO2 emissions 
targets. 
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Vehicles 
exclusively 
running on 
eligible fuels  

From 2035, new cars/vans exclusively running on eligible fuels would be counted as 
emitting 0 g CO2/km. 

Off-vehicle charging electric vehicles (OVC-HEV) 

OVC-HEV_1 From 2035, eligible plug-in-hybrids would be counted a 0 g/CO2 if they meet a 
minimum electric range threshold. 

OVC-HEV_2 From 2035, eligible plug-in-hybrids would be counted a 0 g/CO2 if they meet a 
minimum electric range threshold and comply with additional criteria. 

Other compliance flexibilities 

Multiannual 
compliance 

Assesses compliance over a period of consecutive years rather than on an annual basis 

Small ZEVs Provides multipliers for smaller ZEVs in the calculation of a manufacturer's average CO2 
emissions between 2030 and 2034 

Combinations of options 

COMBI_1 TL_vans, OVC-HEV_2 (capped at 10 %), VEEF-SRF (capped at 10 %), small ZEVs 
(1.25 multiplier, capped at 5 %) 

COMBI_2 TL_90, OVC-HEV_2 (capped at 20 %) and VEEF-SRF (capped at 20 %), small ZEVs 
(1.5 multiplier, capped at 10 %).  

Financial support 

REV_IF Assigns excess emissions premiums to the Innovation Fund 

REV_SCF Assigns premiums to the Social Climate Fund  
 

Vehicle labelling 

LAB_1 Introduces harmonised EU label and digital tools, and extends the scope to new vans 
and second-hand cars/vans registered after legislation enters into force 

LAB_2 Builds on option LAB_1 and extends further the scope to second-hand cars/vans to 
include those registered before legislation enters into force  

Source: Compiled by the author, based on the IA (pp. 17-23). 

Option design is broadly clear; policy options are linked to the identified drivers, problems and 
objectives, and each policy area includes at least two options. However, the approach differs across 
areas. While options in the sub-areas of CO₂ target levels, fuels and the area of financial support are 
framed as alternatives, options for OVC-HEV and labelling are largely building around each other 
(OVC-HEV_2 builds on OVC-HEV_1; LAB_2 builds on LAB_1), narrowing the range of genuinely 
distinct design alternatives (BRT, tool #16). Moreover, the sub-area 'other flexibilities' groups 
together multiannual compliance and super-credits as two stand-alone options, although these 
could operate in parallel.  

The 'dynamic baseline' assumes full implementation of legislation in force and relevant Commission 
proposals, and is quantified by using models calibrated to the latest available data (p. 18). Although 
the IA frames the 'risk of fines' as a key element of the problem definition, it does not quantify the 
likelihood of non-compliance and the associated excess-emissions premiums under baseline 
conditions; this would have enabled readers to judge the scale and policy relevance of fines more 
transparently. 

https://commission.europa.eu/document/download/c0561a9c-d112-4d20-b1ec-145748e2c61c_en?filename=BRT-2023-Chapter%202-How%20to%20carry%20out%20an%20impact%20assessment_0.pdf#page=75
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The IA states that the two option packages (COMBI_1 and COMBI_2) are constructed to capture 
cumulative effects; however, it does not set out the criteria used to screen out other combinations, 
beyond the explicit exclusion of the multiannual compliance option.  

Finally, the IA could have assessed options adjusting the premium's level or design, to test whether 
changing the premium itself would address the identified compliance-risk concerns. 

Assessment of impacts  
The IA assesses the economic,6 environmental and social impacts of options in the areas of CO2 
emissions target trajectories and compliance flexibilities, the use of excess-emission-premium 
revenues, and vehicle labelling (pp. 25-53). 

In the area of emissions target trajectories and compliance flexibilities, the assessment of 
economic impacts points to a straightforward political trade-off: the more flexibility manufacturers 
are granted, the lower their compliance costs – but the higher the running costs for vehicle users 
and society, because more non-zero-emission vehicles remain in the fleet. At package level, 
COMBI_1 reduces manufacturers' cumulative costs by €7 billion, and COMBI_2 reduces them by 
€43 billion (NPV, 2030-2050), although both increase total cost of ownership compared with the 
baseline. Under COMBI_1, the increase remains moderate, at around €250 per car and slightly over 
€1 000 per van for a 2035 purchase, while societal lifetime costs rise by roughly €500 per car and 
€2 500 per van. Under COMBI_2, the same trade-off becomes much sharper: end-user costs rise by 
up to €1 000 per car and by around €2 000 per van, while societal lifetime costs increase to almost 
€2 000 per car and to around €4 500 per van. The option-level analysis points in the same direction, 
with some minor deviations (IA, p. 40, Annex 8, p. 91).7 

The environmental assessment reinforces the same message: more flexibility keeps more internal 
combustion engine (ICE) vehicles in the fleet, raising fuel use and environmental external costs. The 
package comparison shows that COMBI_1 comprises environmental side-effects (energy demand 
rises by 4 % in 2050, while cumulative CO2 and air pollution cost show marginal increase), whereas 
COMBI_2 materially increases them, with energy demand increasing by up to 21 % in 2050, 
cumulative CO₂ by up to 5 %, and air-pollution external costs by up to 6 % of net present value (NPV). 
At option level, the analysis showed similar results (IA, p. 41, Annex 8, pp. 99-103).8 

The IA's social analysis focuses on distributional welfare and affordability. Using 'subjective TCO' 
(ownership costs as a share of annual income), it finds that all income groups face higher costs than 
in the baseline, whereas the relative burden is greatest for low-income households; for a car bought 
in 2035, the increase in annual income for the lowest income quantile reaches 2.0 % under COMBI_1 
and 5.5 % under COMBI_2 (Annex 8, p. 121). By contrast, affordability (the range of feasible vehicle 
choices given financial capacity) remains broadly stable (with only isolated changes in some 
user/segment cases), showing that the choice set across the different income groups remains 
broadly unchanged (p. 45). 

The IA's employment findings also point to an important nuance: although the overall effect is close 
to neutral, total employment remains broadly unchanged in 2040 and turns only slightly negative by 
2050; this aggregate picture nevertheless masks distinct sectoral gains and losses. Employment 
rises in 'biofuels and synthetic fuels' (by 5.1 % and 9.8 % in 2040, and by 7.7 % and 29 % in 2050 for 
COMBI_1 and COMBI_2), whereas the steepest losses occur in 'EV transport equipment' (by 5.1 % 
and 12.4 % in 2040, and by 4.9 % and 13.6 % in 2050). The IA also notes that such disruption may be 
concentrated in regions specialised in ICE manufacturing and particularly affects SMEs in the ICE 
supply chain (p. 44). 

The IA concludes that the initiative has no impact on fundamental rights; however, its assessment 
is cursory and insufficiently reasoned. Given that Article 37 of the EU Charter of Fundamental Rights, 
invoked in the explanatory memorandum, requires environmental protection to be integrated into 
EU policies, the IA should at least have explained whether the initiative is still considered to have a 
positive contribution to that right (p. 25).  

https://fra.europa.eu/en/eu-charter/article/37-environmental-protection
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The IA compared COMBI_1 and COMBI_2 against the criteria of effectiveness, efficiency, coherence 
and proportionality. Under effectiveness, the analysis concludes that, although COMBI_2 gives 
manufacturers more compliance space and a wider technology pathway, it delivers a weaker climate 
coherence, has higher total costs, and sends a less clear signal for long-term zero-emission 
investments. By contrast, COMBI_1 is more effective, because – despite offering less flexibility – it 
preserves a stronger contribution to climate targets and greater predictability for the zero-emission 
value chain. On efficiency, COMBI_1 performs better owing to lower total costs and a higher 
benefit-to-cost ratio (0.5 compared with 0.2). On coherence, COMBI_1 is also favoured, because it 
results in lower CO₂ emissions, maintains a strong signal for ZEV investment, and limits the number 
of non-ZEVs placed on the market after 2035. Both packages score neutral on proportionality, since 
neither of the two changes the fundamental regulatory approach or introduces significant additional 
administrative burden. Overall, the IA's comparison suggests that COMBI_1 is preferred (pp. 49-50). 

In the area of financial support, both options (REV_IF and REV_SCF) have limited overall impact, 
because revenues from fines are expected to be variable and uncertain. They score similarly on 
coherence, since each one would channel any revenues to purposes aligned with the CO₂ standards 
and broader climate objectives. However, REV_SCF is preferred, as it is more effective in coping 
with uncertain revenues (more flexible structure) and more efficient/proportionate, owing to less 
cumbersome implementation and no additional administrative burden (p. 46, pp. 51-52). 

In the area of vehicle labelling, both options (LAB_1, LAB_2) entail moderate compliance costs for 
business in exchange for more informed consumers and better comparability of information. 
Options imply one-off costs of €116.4 million (€2 000 for 58 000 second-hand dealers), and net 
average annual costs of €5 million (LAB_1) and €37 million (LAB_2) over the 2029-2040 period; the 
IA notes that LAB_2's wider scope implies ongoing annual label costs of €43.5 million. For national 
authorities, harmonisation yields net annual savings of €1.1 million under LAB_1, while LAB_2 implies 
net annual costs of €0.7 million due to broader enforcement needs (Annex 4, pp. 56-61). Both 
options are assessed as coherent and proportionate; LAB_2 scores higher on effectiveness (broader 
scope) but worse on efficiency (higher costs), and is nevertheless selected as the preferred option, 
with environmental and social side-effects assessed as limited and potentially positive through 
better-informed demand for ZEVs (p. 53). 

Overall, the IA quantifies most economic/environmental/social impacts and documents key data 
inputs and modelling choices for the baseline and policy options. It flags relevant 
limitations/assumptions and states that the baseline has been calibrated to the latest available data. 
It also includes a sensitivity analysis on electricity prices and battery costs, concluding that BEV cars 
and vans remain the least cost option for all segments and user perspectives (Annex 8, pp. 84-87).  

However, given that the dynamic baseline assumes that manufacturers comply with CO₂ standards 
throughout the period, the IA could have quantified the likelihood/magnitude of non-compliance 
outcomes (and related premiums). This is central to the IA, considering that the risk of missing 
targets underpins the rationale for flexibility. More broadly, the IA would have benefited from a 'no-
action' risk analysis, providing probability ranges for target gaps and associated fines, to allow the 
reader to judge scale and policy relevance. Such analysis would have clarified where the risk 
concentrates (cars/vans, specific market segments, particular manufacturer types), which flexibility 
is the most proportionate, and whether a broader package is justified. Likewise, the sensitivity 
analysis could have been extended beyond electricity and battery prices to other high-leverage 
drivers (such as public fast-charging prices, fuel-prices, infrastructure roll-out). 

Readability and traceability are weakened by using different reporting formats across the IA and its 
annexes. For example, economic impacts are presented through a mix of illustrative per-vehicle 
graphs in the main text, tables in the annexes, point-year values, and discounted NPV indicators, 
making cross-checking more difficult and reducing comparability. On environmental impacts, tables 
lack consistent captions/numbering (Annex 8, pp. 99-103). Option traceability is also weak: for 
example, Annex 8 reports hybrids under OVC-HEV/OVC-HEV 20 % options, while the main report 
defines two different design variants (OVC-HEV_1 and OVC-HEV_2).  
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Finally, and perhaps more importantly, while presenting the CO₂ standards revision as part of the 
wider automotive package, the IA gives only limited insight into the combined effects of that 
package. As a result, the reader has limited information about how the different measures are 
expected to work together, including possible synergies, trade-offs or cumulative impacts. 

SMEs / Competitiveness 

Following an SME filter screening, the IA includes an evaluation of impacts on small and medium-
sized enterprises (SMEs), or 'SME check', identifying affected segments (small-volume/niche OEMs 
and, for labelling, dealers/importers/distributors). The IA estimates that around 2 330 SMEs and 
23 300 employees are directly affected. The limited SME evidence, drawing mainly on public 
consultation, did not allow for disaggregating impacts by SME size class. Impacts of CO₂ flexibilities 
on SMEs remain mostly qualitative, while mitigation of impacts focuses on general design features 
rather than targeted measures for the most exposed SME sub-groups. 

An evaluation of impacts on competitiveness ('competitiveness check') is included for COMBI_1 and 
COMBI_2. COMBI_1 is assessed as neutral for cost/price, international competitiveness and 
innovation capacity, and positive for SME competitiveness. The narrative flags a short-term benefit 
from reduced pressure to scale BEVs, while highlighting a long-term risk of weaker innovation and 
loss of leadership. It also notes that diversified manufacturers would benefit most from flexibilities; 
SRF producers would gain, and ICE-component suppliers may see temporary relief, although their 
competitiveness would decline over time. Finally, ICE-linked SMEs would benefit from short-term 
resilience, whereas BEV-oriented SMEs would have stronger long-term advantages in innovation 
and export potential (Annex 5, pp. 64-67). 

Simplification, burden reduction and other regulatory implications 

The IA states that a REFIT evaluation was not performed for the CO₂ standards Regulation because 
the review had to be accelerated to provide predictability for investors and manufacturers. It also 
notes that LAB_2 (preferred option) would contribute to the current directive's simplification and 
improved efficiency through harmonisation of the label design. While Annex 3 reports some 
quantified cost savings from harmonisation, the one-in-one-out summary does not provide a 
dedicated quantified estimate of net administrative burden reduction for LAB_2. (Annex 3, p. 32). 

Monitoring and evaluation 
The IA states that implementation would rely on the existing monitoring system, and sets out four 
core indicators linked to the IA's specific policy objectives, which are presented in three clusters and 
seem to follow the RACER (relevant, accepted, credible, easy-to-monitor and robust) criteria. 

However, while Better Regulation guidance (BRT, tool #43) expects operational objectives and 
indicators to be framed as deliverables of the preferred option(s), the IA lists three operational 
objectives 'based on the policy options', without explicitly mapping them to the preferred package 
(COMBI_1, REV_SCF, LAB_2). Moreover, these indicators largely restate the specific objectives 
(flexibility; technology neutrality/predictability; consumer information) rather than translating the 
preferred measures into more deliverable-oriented monitoring metrics (p. 54). 

Finally, the proposal updated the review clause (Article 15.1) by mandating an evaluation of the 
regulation as of 2035 and every five years thereafter.  

Stakeholder consultation 
The IA includes a synopsis of stakeholder consultation activities covering the period from 7 July to 
10 October 2025, complemented by meetings with relevant industry associations, Member State 
authorities, industry, social partners, non-governmental organisations (NGOs), and stakeholder 
position papers. Two calls for evidence and one public consultation (PC) have been published on the 
Commission's Have your say website over the same period; they gathered 963 replies for the CO₂ 

https://single-market-economy.ec.europa.eu/smes/sme-strategy-and-sme-friendly-business-conditions/sme-envoys-network_en
https://commission.europa.eu/document/download/fe5655c0-d3d5-4f18-87c0-ecdce5bdf1be_en?filename=BRT-2023-Chapter%205-Monitoring%20the%20application%20of%20interventions_0.pdf
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/14765-Revision-of-the-CO2-emission-standards-for-cars-and-vans_en
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standards file and 39 for the labelling file (proposal, p. 5), whereas the PC received 1 115 replies. Of 
these, 859 were from citizens, including 805 from Italy. The IA notes that the high number of 
responses from Italian citizens suggests at least one mobilisation campaign, and treats Italian citizen 
responses separately, without however explicitly identifying the campaign, or synthesising its core 
messages (Annex 2, pp. 6-27).9  

Overall, the results are reported in an efficient and transparent manner, and stakeholders' views are 
broken down into categories. Campaign responses are analysed and reported separately, as 
required in the Better Regulation Guidelines (BRT, tool #54). Diverging views between and within 
stakeholder groups are highlighted, and percentages are reported along with their counts.  

However, coverage remains uneven across Member States (no responses from seven Member 
States), and targeted consultations were limited. SME input was limited and gathered through the 
PC (around 5 % of respondents) while additional engagement is generally reported through 
meetings with industry associations and bilateral exchanges with suppliers, social partners and 
NGOs. The limited SME input did not allow for a breakdown of consultation findings or a 
disaggregation of impacts by SME size class (micro/small/medium). Finally, while Annex 2 lists 
additional consultation channels, it does not provide structured information (dates, participants) 
that would allow readers to trace how those inputs influenced the design of policy options.  

Supporting data and analytical methods used 
The analysis draws on scenario modelling and multiple sources, including monitoring data, 
stakeholder input, and supporting work commissioned to external contractors. The evidence base is 
generally well referenced, including hyperlinks to underlying sources across the annexes.  

The analytical work relies on modelling described in Annex 4 and complemented by detailed option 
outputs in Annex 8. The models used are: PRIMES and PRIMES-TREMOVE (energy, transport and 
CO2 emissions), complemented by GEM-E3 (macroeconomic impacts), the JRC DIONE model (end-
user and societal/TCO assessment) and several supporting models (GAINS, for non-CO₂ emissions 
and air-pollution/health co-impacts, GLOBIOM-G4M for land use, and CAPRI for agriculture) 
(Annex 4, pp. 35-37); these are catalogued in MIDAS. Annex 4 summarises inputs, calibration 
updates, and key assumptions. On evaluation metrics, the IA applies the benefit-to-cost ratio to 
compare options. 

A key-strength of the IA is the granular TCO analysis across user perspectives (first, second and 
third owner) over a 20-year vehicle lifetime to estimate end-user and societal costs. The IA also 
includes a sensitivity analysis on electricity prices (doubling the baseline) and battery costs (+20 %). 

At the same time, several limitations reduce transparency. First, parts of the evidence rely on a 
supporting study, not publicly available at the time of writing, which challenges scrutiny of 
assumptions and intermediate calculations. Second, Annex 4 describes PRIMES-TREMOVE 
calibration to historical data (for 2005, 2010, 2015 and 2020) and a 'semi-calibration' to 2025 using 
the latest available market and transport data; however, it does not provide indicators showing how 
well the model matches the observed data. Annex 4 also describes PRIMES as a private model, and 
notes that its last successful peer review dates from 2011. In addition, MIDAS indicates limited 
external accessibility for both PRIMES and PRIMES-TREMOVE, as neither the code nor the full model 
database is available to external users. As a result, external scrutiny depends heavily on the 
documentation, disclosed parameters, and sensitivity analysis reported in the IA. Finally, the explicit 
sensitivity tests reported in the IA focus mainly on electricity prices and battery cost in the TCO 
analysis, without exploring the impact of other key parameters.  

Follow-up to Commission Regulatory Scrutiny Board opinion 
Annex 1 reports that the Regulatory Scrutiny Board (RSB) received the draft IA on 3 December 2025 
and issued a 'positive with reservations' opinion on 10 December 2025 – a notably short interval, less 

https://commission.europa.eu/document/download/7b10fdd6-a992-4c65-b23d-185d45a5589f_en?filename=BRT-2023-Chapter%207-Stakeholder%20consultation_0.pdf
https://web.jrc.ec.europa.eu/policy-model-inventory/
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than the four-week lead time envisaged in the RSB procedural rules for submission of the draft 
report ahead of the scheduled Board meeting (BRG, BRT tool #4). In its list of remarks, the RSB 
highlighted deficiencies with the definition of problems (magnitude/causes, including the risk and 
consequences of not meeting CO₂ targets) and the root causes underlying them. It pointed to the 
lack of clarity in the range and choice of policy options and the insufficient analysis of combined 
effects (including competitiveness and investment capacity). Finally, it criticised the assessment of 
costs and benefits and the insufficient analysis on proportionality. 

According to the IA's follow-up table, the Commission responded by improving the intervention 
logic (including root causes), clarifying the choice and combination of options, adding analysis of 
combined effects and competitiveness (included in Annex 5), and expanding the costs-and-benefits 
assessment and proportionality reasoning (Annex 1, pp. 3-4).  

Although the initial draft submitted to the RSB is not part of the published package, the final IA does 
reflect these additions, including a revised intervention logic, a clearer explanation of option design, 
an analysis on competitiveness, and an expanded costs-and-benefits discussion. However, several 
issues appear to remain: the problem narrative on manufacturers' compliance risk, which continues 
to rely heavily on qualitative reasoning and stakeholder perceptions (including on the potential 
effects of fines on economic outlook); the ambiguity as to whether the identified problems are 
primarily regulatory design issues, market failures, or a combination of both; the lack of operational 
objectives tailored to the deliverables of preferred option; the limited discussion of uncertainty 
analysis around key modelling assumptions; and the absence of a no-action assessment.  

Coherence between IA and Commission legislative proposal 
Several discrepancies emerge between the IA and the final proposal. While the IA presents 
COMBI_1 as the preferred option and states that it maintains the 2035 100 % reduction target for 
both cars and vans, the proposal lowers the 2035 fleet-wide target to 90 % and the 2030 vans target 
to 40 %. The IA also includes VEEF in both COMBI_1/COMBI_2, because – compared with CCM – it 
involves lower adjustment costs and emissions, and gives manufacturers greater certainty; instead, 
the proposal (Article  5a) introduces a fuel-credit mechanism based on the quantity of eligible fuels 
placed on the EU market and their GHG savings, capped at 3 % of EU fleet-wide target with 1 % sub-
cap for certain biofuels/biogas feedstocks. Likewise, the IA assesses low-carbon steel only as a 
variant linked to the OVC-HEV option (p. 34), whereas the proposal (Article 5b) creates a stand-
alone 'low-carbon steel credits' mechanism for manufacturers, limited to low-carbon steel made in 
EU and capped at 7 % of the EU fleet-wide target. In addition, while the IA excludes multiannual 
compliance in COMBI_1/COMBI_2 – because it would add 'excessive cumulative flexibility' and 
regulatory complexity without significant benefits – the proposal (Article 8.1) reintroduces 
multiannual compliance for the 2025-2027 and 2030–2032 periods. Finally, while COMBI_1 suggests 
super-credits for small ZEVs with a 1.25 multiplier (capped at 5 %), the proposal (Article 5) grants a 
1.3 multiplier to small electric vehicles only made in the EU until 2034. 

From 2035, the proposal (Article 8.5) links fuel and steel credits to the calculation of excess-
emissions premiums and caps their combined effect at 10 % of the EU 2021 target. A further major 
change in the same article, not assessed in the IA, concerns the premium formula. While currently, a 
manufacturer only pays for the 'excess emissions' (the grams of CO2 produced above their legal 
limit), under the proposed amendment (Article 8), he would be fined for every gram of CO2 they 
emit, minus only the grams they have collected for sustainable fuels or low-carbon steel.  

Overall, although the proposal cites flexibility and competitiveness as general drivers, the 
explanatory memorandum does not clearly explain these departures from the preferred option in 
the IA, or sets out their likely impacts, as mandated in the BRG (BRT, tool #40). 

https://commission.europa.eu/document/download/0d46029a-aaa8-4c21-bc51-cf9fdbef1f51_en?filename=BRT-2023-Chapter%201-General%20principles%20of%20better%20regulation.pdf
https://commission.europa.eu/document/download/a21336e2-2a7c-43d2-bb35-d4eee7aa4cd3_en?filename=BR%20Toolbox%20-%20Dec%202025%20-%20Chapter%204.pdf
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ENDNOTES 
 
1  See also M. Tuominen, Clean corporate vehicles, EPRS, European Parliament, 2026 (forthcoming). 
2  The total cost of ownership (TCO) is a methodological framework used to evaluate the total financial burden associated 

with owning and operating a vehicle over its lifetime, rather than focusing solely on the upfront purchase price. 
3  Renewable fuels of non-biological origin (RFNBOs) are liquid and gaseous fuels (e.g. hydrogen, synthetic methane and 

methanol) derived from renewable sources other than biomass achieving GHG savings of at least 70 %. Advanced 
biofuels (e.g. algae, biowaste, agricultural and forestry residues) are liquid fuels for transport produced from specific 
feedstocks and fulfilling the RED's sustainability and GHG saving requirements. 

4  PHEV and REEV combine an electric power train and an internal combustion engine (ICE). 
5  These credits would be calculated based on the quantity and carbon intensity of the steel and the average lifetime 

mileage of the vehicles, following a methodology to be defined in the forthcoming industrial accelerator act. 
6  Economic impacts are presented from three perspectives: manufacturers, end-users and society. Manufacturers' costs 

reflect changes in production costs relative to the baseline. End-user costs build on a TCO approach for three holding 
periods: first user (years 1-5), second user (years 6-10) and third user (years 11-15) covering depreciation, fuel/energy 
expenses, operation, maintenance, insurance and taxes. Societal costs capture the 20-year lifetime costs of an 
'average' new vehicle, excluding taxes but including well-to-wheel CO₂ external costs (p. 27). 

7  TL_90 lowers manufacturers' costs by €40 billion (NPV 2030-2050) but increases user and societal costs (for a 2040 
vehicle, by €640 per car and €1 675 per van for the second user, and by €1 306/€3 526 from a societal perspective. 
CCM-SRF shows the same pattern, with the largest manufacturer savings (€57 billion, NPV) but higher vehicle costs 
(for a 2040 vehicle by €827 for the second user and by €1 678 societal). By contrast, the VEEF options show limited 
effects when uptake remains low but become substantial at 20 % uptake (by +€1 793 second user; +€4 092 societal 
for a 2040 car). By contrast, OVC-HEV does not reduce manufacturers' cost at all – they rise slightly – but still 
increases costs for users and society (by €212 or €895 for a new car or van purchased in 2040, and by €438 and €1 796 
from a societal perspective), rising further under the 20 % variant. Even the option providing credits for small ZEVs, 
while almost neutral for manufacturers, still leads to a modest increase in TCO (Annex 8, pp. 93-96). 

8  Under TL_90, energy demand for cars and vans increases sharply (by 6 % in 2040 and 13 % in 2050), driven by large 
increases in fossil fuels and biofuels. In parallel, cumulative (2030-2050) CO₂ rises by 4.9 %, and external costs (NPV) 
by 4.1 % for CO2 and 4 % for air pollution. TL_100_2040 produces smaller increases, and TL_vans results remain close 
to the baseline. In fuels, the pattern is similar: the CCM options increase energy demand and externalities (by 16 % in 
2050 under CCM-SRF, with CO₂ external costs up to 4.35 % and air-pollution external costs up 4 %). If VEEF uptake 
were forced to 20 %, energy demand rises to 44 % in 2050, and air-pollution external costs up to 9 %. For hybrids 
(OVC-HEV), impacts are comparatively limited in the base scenario but rise under the 20 % option (by 6 % in 2050). 
Finally, the small-ZEV option showed no environmental impacts (Annex 8, pp. 99-103). 

9  The IA reports that many Italian citizens favoured postponing the 100 % target, supported a role for sustainable 
renewable fuels, and about half saw a continued role for PHEVs and EREVs. It also notes that almost half of them 
favoured using excess-emissions premium revenues to support companies and regions affected by job losses 
(Annex 2, pp. 9-12). 

 

This briefing, prepared for the Committee on the Environment, Climate and Food Safety (ENVI), analyses whether the 
principal criteria laid down in the Commission's own Better Regulation Guidelines, as well as additional factors identified 
by the Parliament in its Impact Assessment Handbook, appear to be met by the IA. It does not attempt to deal with the 
substance of the proposal. 
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