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Brussels, 17 December 2025

ERCST’s press release on the European Commission Automotive Package released on December 16th, 2025. 
On December 16, 2025, the European Commission released the Automotive Package aimed at supporting the automotive sector in its transition towards decarbonization. This Package foresees a revision of the existing CO₂ emission standards for cars and vans.
The European Roundtable on Climate Change and Sustainable Transition (ERCST) welcomes the introduction of flexibility in reaching the targets by earning credits linked to the use of low-carbon steel produced within the EU, as well as e-fuels and biofuels. ERCST, in its February 2025 Reflection Note entitled, “Road transport decarbonization: innovative policy approaches for competitiveness and investment,” proposed just the adoption of such approach, which would give credit towards reaching car standards through the use of EU low carbon products (steel, aluminum, etc)[footnoteRef:2].  [2:  https://ercst.org/reflection-note-road-transport-decarbonisation-innovative-policy-approaches-for-competitiveness-and-investment/ ] 

However, while the package is a step in the right direction, one that also recognizes the direction of travel and the importance of electrification, this proposal is only a small step. What is needed is a long march, one that reaches the approach promoted at the highest political levels in the EU, that of technological neutrality and the co-existence of difference solutions, based on economic efficiency of delivering the environmental objective. This transition needs to be sustainable. 
The total of 10% is simply not material, and 3% will not incentivize investments in the sustainable fuels. This is a minimalistic change that may look like action but will change little. In addition, the singling of low carbon steel will encourage greater uptake of low-carbon steel in automotive manufacturing and help establish a lead market for its production in Europe - super important. There is however no reason why this should only target steel when other materials are increasingly part of the automotive components, including aluminum and plastics.
The European Roundtable on Climate Change and Sustainable Transition (ERCST) is a Brussels-based think-tank incorporated as non-profit organization under Belgian law. ERCST provides rigorous intellectual analysis of EU and international climate change developments and policies, by using the experience and research of its staff, as well input from stakeholders who participate in its activities. ERCST provides original ideas and research into European and international debates on climate change policy. It represents its own views and strives to ensure in a very strict way its independence and integrity.  
For further information, contact Chiara Cavallera at ccavallera@ercst.org

The ERCST analysis highlighted alternative policy tools able to potentially stimulate demand for low-carbon elements while supporting the competitiveness and long-term viability of EU industries.  ERCST proposed going beyond tailpipe emissions and including the carbon intensity of material production as this could potentially allow the auto industry manufacturers more flexibility in achieving CO2 targets. The first measure proposed was indeed to start with Green Steel.  On average, a passenger car contains around 900 kg of steel, the production of which results in approximately 1.4 tonnes of CO₂ emissions. With carbon prices under the EU ETS hovering around €90 per tonne, widely regarded as insufficient to bridge the cost gap of green steel production, crediting these emission reductions under vehicle CO₂ regulation could prove more cost-effective than compliance penalties, while delivering tangible environmental benefits. At a time when conventional steelmaking assets such as blast furnaces are being phased out and the business case for investing in green iron and steel in Europe remains uncertain, additional decarbonisation support for the steel sector is clearly needed. This is particularly relevant given the challenges surrounding the availability of affordable, low-CO₂ primary iron feedstock produced within the EU. More broadly, the European steel industry is under significant pressure due to weak demand, elevated energy prices, and growing competition from imports, notably from China.

ERCST further noted that a comparable crediting mechanism could be extended to other materials and components, including metals, plastics, battery materials, and assemblies. Thanks to relatively transparent supply chains, it should be feasible to ensure robust monitoring, reporting and verification of their actual carbon intensity.

Finally, in its Reflection Note, ERCST also highlighted that the adoption of low-carbon fuels is another important factor to be considered. Current automotive CO₂ regulations do not actively promote the use of low-carbon fuels or electricity, instead allowing manufacturers to choose between liquid fuels based on the 2005 carbon intensity or electricity at projected 2050 levels. ERCST argued that this approach is inconsistent with more recent aviation and maritime policies, which are aligned with the Renewable Energy Directive (RED) and place obligations on users to actively seek out lower-carbon energy sources. Therefore, the possibility for E-fuels and biofuels to contribute to the decarbonisation of road transport is positive although the 90% tailpipe emissions reduction target can mainly be achieved by EV or FCV, not fully embracing a technological neutral approach. 
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