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Recent publications by the Climate Change Advisory Council (CCAC) and the Environmental Protection
Agency (EPA) however have raised concerns that Ireland will not meet its Sectoral Emission Ceilings
(SECs), or Carbon Budget targets for 2021 to 2025 or for 2026 to 2030, unless urgent action is taken
and emissions begin to fall much more rapidly.® Based on current provisional national total GHG
emissions level estimates, the EPA highlights that almost all sectors are on a trajectory to exceed their
national SECs for 2025 and 2030.4

Since hitting a peak in 2001 of around 78 million tonnes of carbon dioxide equivalent (Mt of CO2), overall
GHG emissions in Ireland have fallen over the last two decades, to currently stand at 58.3 Mt of CO: in
2024, just below 1990 levels of 60.8 Mt of CO: (see figure 1A).5

Over the remainder of the decade to reach the 2030 target will require a 9.5 percent annual reduction
in GHG emissions (see figure 1b). This gap is significant when compared with historical trends. For
context, in 2020 during the Covid-19 pandemic country-wide lockdown, overall national GHG carbon
emissions only fell by 5 percent compared to 2018 levels.

Figure 1: Ireland’s Greenhouse Gas Emission Trends

A: Ireland’s total GHG’s emission levels 1990-2023, and projection estimates 2024-2030
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Source: Environmental Protection Agency (EPA) national inventory GHG emissions March 2025 data and EPA GHG emissions projections

2024-2055 data publication May 2025. Analysis Department of Finance. Note: Ireland’s total GHG’s emission levels include LULUCF, in MtCO:>
equivalent 1990-2024.

3 See Climate Change Advisory Council Annual Report: News | Annual Review 2024 - Cross Sectoral Review | Climate Change
Advisory Council and EPA Ireland's Greenhouse Gas Emissions Projections 2024-2055 | Environmental Protection Agency. For
further details on Ireland’s Sectoral Emissions Ceiling see: gov - Sectoral Emissions Ceilings (www.gov.ie), and see Reducing
emissions from aviation - European Commission (europa.eu). Note in July 2022 based on recommendations made by the
Climate Change Advisory Council (CCAC), the Government agreed to establish three five-year Carbon Budgetary periods.
These Carbon Budgets indicate the total amount of emissions or Sectoral Emission Ceilings (SECs), expressed in tonnes of
CO; equivalent (CO.eq.), that can be emitted for almost all sectors of the economy for each of the following periods: 2021-
2025, 2026-2030, and 2031-2035. SECs are enacted to set the total amount of permitted GHG emissions that each sector of
the economy can produce during a carbon budget five-year period. SECs are set for the following sectors: electricity, transport,
buildings, industry, agriculture and other. It is important to note that international aviation emissions fall under the EU emission
trading system (EU ETS) as these emissions can only be collectively addressed by Member States.

4 See Ireland's Greenhouse Gas Emissions Projections 2024-2055 | Environmental Protection Agency

5 See Climate Action Plan 2025 and gov.ie - Programme for Government 2025 - Securing Ireland's Future

6 Based on the latest available greenhouse gas (GHG) emissions inventory data published by the Environmental Protection
Agency March 2025, see Ireland's National Inventory Submissions 2025 | Environmental Protection Agency and Ireland's
Greenhouse Gas Emissions Projections 2024-2055 | Environmental Protection Agency May 2025 publication.
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Ireland’s greenhouse gas emissions compared to other European countries

In a European context, comparing Ireland’s total GHG emissions per capita to other European countries
per capita emissions, shows that they are the third highest after Luxemburg and Iceland (see figure 2).
In a European Union (EU) context, Ireland’s GHG emissions per capita stands at 4.2 million tonnes or
56 percent above the EU-27 average. Interestingly, one tonne of the 4.2 tonne gap between Ireland’s
and the EU-27 average per capita GHG emissions was attributable to differences in CO2 emissions,
but just over 2% tonnes of the gap came from excess methane emissions in Ireland. This is particularly
notable since Irish methane emissions are more than 3.9 times higher than the EU average per capita
GHG emissions. Ireland currently also has the largest Methane CO:z equivalent per capita compared to
other European countries (see figure 2a).

Based on current levels of ESR GHG emissions in Ireland which stood at c.42.8 Mt of CO2 emissions
in 2022, linear estimates suggest that this will currently require around a 6.1 per cent annual reduction
in ESR GHG emissions over the remainder of the decade to achieve Ireland’s EU target (see figure
2b).”

Figure 2: Ireland’s greenhouse gases in a European Context

A: Ireland’s GHG emissions vs other European B: Ireland’s European GHG emissions target by
Countries, in 2022 2030
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" Based on the latest available GHG emissions inventory data published by the Environmental Protection Agency (EPA).
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It is important to note that if the State does not achieve its EU climate and energy targets directly, that
it has the option to make use of various flexibilities that are available to assist Member States (for
example, purchasing surplus carbon credits or statistical transfers from other Member States). Ireland
made use of such flexibilities to meet compliance with its EU 2020 climate and energy targets at a cost
of approximately €150 million. Estimating the costs which may arise as a result of the States projected
performance against its obligations under EU 2030 climate and energy legislation is a complex and
evolving area. Any costs involved would be a function of Ireland’s gap to target and the potential market
price at which Member States with surplus may be willing to sell. In a 2023 Spending Review, the
potential cost of purchasing compliance with ESR targets was estimated at between €3.5 billion -
€8.1billion8. More recently, the Irish Fiscal Advisory Council (IFAC) and the Climate Change Advisory
Council have estimated that the cost for purchasing compliance with ESR, renewable energy directive
(RED) and land-use, land-use-change and forestry (LULUCF) compliance could be between €8 billion
and €26 billion®.

As noted in the IFAC and CCAC paper, the market price for such carbon credits/statistical transfers is
not known, so any estimates of potential compliance costs are inherently highly uncertain. Nevertheless,
such estimates provide a useful indication of potential expenditure risk associated with purchasing
compliance. The State will be exploring all avenues available to it to meet compliance with its EU 2030
climate and energy targets, including continuing to invest significantly in policies and measures that will
support Ireland’s transition to a low-carbon economy, as well as exploring the various flexibilities
available under EU legislation to assist Member States in meeting compliance.

At the sectoral level a decomposition analysis of GHG emission levels and economic activity indicates
the Agriculture, Forestry and Fishing sector including manufacturing of food products, beverages and
tobacco is the largest contributor to the overall GHG emissions in Ireland at around 42 percent of total
GHG emissions in 2022, and the lowest contributor to employment, gross value add and exports in the
economy compared to other sectors (see table 1).1° Households, and Industry (including construction)
are the second and third largest contributors of GHG emission at 23 and 16 percent respectively in
2022, followed by the Services sector and Transport and Distribution sector. Interestingly, Industry
(including construction) and the Services sector contribute almost 90 percent of total economic output
in the economy on a GVA basis, and 74 percent of total employment, but account for just over a quarter
of total GHG emissions (see table 1). When interpreting the findings it is important to note that
households are accounted for as consumers. Thus, the household sector contributes to GHG
emissions, however households as consumers do not contribute to employment, GVA, goods export or
services export trade production activity in the economy (see table 1).11

8 See Department of the Environment, Climate and Communications and the Department of Public Expenditure, NDP Delivery
and Reform paper https://assets.gov.ie/246850/5982d0ec-1590-4caf-8c40-ce8bf178f5fc.pdf

® See https://www.climatecouncil.ie/councilpublications/otherpublications/#d.en.129929

10 Note: GHG emissions data is based on Environmental Protection Agency national inventory emissions data that excludes
Land Use Land Use Change and Forestry (LULUCF) published March 2023 and CSO DEFEAQ1 - Greenhouse Gas Emissions
data.

11 For further details see CSO publication Decoupling Emissions from Economic Activity 2022 - Central Statistics Office
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Table 1: Economic Activity linked to Greenhouse Gas Emissions in Ireland (in 2022)

Agriculture
Forestry
Fishing and Industry Transport
Manufacturing including Services and Total Total
of Food, Construction (%) Distribution (%) (level)
Beverage and (%) (%)
tobacco
products* (%
Share of Greenhouse 16 10 9 100 61
MtCO,
Gas Emissions
Share of Employment 15 59 17 100 26
million
(Persons)
Share of Gross Value \ 41 48 8 100 €497
billion
Added
Share of Goods 78 4 8 100 €199
billion
Exports
Share of Services = 11 87 1 100 €3f10
billion
Exports*

Source: CSO and EPA national inventory data, Department of Finance analysis. * Note due to confidentiality issues with CSO
data estimates may not fully account for total Services exports. In addition, Industry including Construction in the table excludes
Manufacturing of Food, Beverage and tobacco products. The GHG emissions total excludes land-use, land-use change and
forestry (LULUCF) emissions, due to LULUCF currently not assigned to NACE-codes. In relation to GHG emissions from
electricity generation, the CSO state that GHG emissions from fossil fuels used to generate electricity are assigned to the NACE
sector of the final user of the electricity. Households are accounted for as consumers in the CSO’s data that links territory principle
GHG emissions to economic activities. The household sector contributes to GHG emissions, however households as consumers
do not contribute to employment, GVA, goods export or services export trade production activity in the economy. Note rounding
to the nearest percentage may impact totals.

On a more detailed sectoral level disaggregation, a decomposition analysis of GHG emission levels
and economic activity indicates that, even when excluding manufacturing of food products, beverages
and tobacco, the Agriculture, Forestry and Fishing sector remains the largest contributor to the overall
GHG emissions in Ireland at around 39 percent of the total in 2022, and one of the lowest contributors
to employment, gross value add and exports in the economy compared to other sectors see (table 2).12

12 Note: GHG emissions data is based on Environmental Protection Agency national inventory emissions data that excludes
Land Use Land Use Change and Forestry (LULUCF) published March 2023 and CSO DEFEAQ1 - Greenhouse Gas Emissions
data.
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Table 2: Sectoral Economic Activity linked to GHG Emissions in Ireland (in 2022)

Share of Share of e Share of Share of
Greenhouse Gas Gross Value Goods Services

Emissions Added = pla e Exports Exports

(Mt CO) (€bn) (Fersens) (€bn) (€bn)

Agriculture, Forestry

and Fishing (%) 39 1 4 0 0

Households*
consumption (%)

Industry (excluding
Construction) %

Transport, distribution,
hotels and restaurants (%)

Manufacture of food
products, beverages and
tobacco

Information and
Communication (%)

Public administration,
education and health (%)

Construction (%)

Professional, administration
and support services (%)

Arts, entertainment
and other services (%)

Financial and insurance
activities (%)

Real estate activities (%)

Total (%) 100 100 100 100

€497 2.6 €199 €340

e ((leve) billion million billion billion

Source: CSO and EPA national inventory data, Department of Finance analysis. * Note due to confidentiality issues with CSO
data estimates may not fully account for total Services exports. In addition, the GHG emissions total excludes LULUCF emissions,
due to LULUCF currently not assigned to NACE-codes. In relation to GHG emissions from electricity generation, the CSO state
that GHG emissions from fossil fuels used to generate electricity are assigned to the NACE sector of the final user of the
electricity. Households are accounted for as consumers in the CSQO’s data that links territory principle GHG emissions to economic
activities. The household sector contributes to GHG emissions, however households as consumers do not contribute to
employment, GVA, goods export or services export trade production activity in the economy. Note rounding to the nearest
percentage may impact totals.

The Household sector and Industry (excluding construction) are the second and third largest
contributors of total GHG emissions at 23 and 15 percent respectively in 2022, followed by the
Transport, Distribution, Hotel and Restaurants sector (see table 2).

When interpreting the results presented in table 2 is important to note however that the output of

Agriculture is an important input for other NACE sectors, for example in 2020, “43 percent of the value
of the output of the Agriculture, Forestry and Fishing sector was used as input for the manufacture of
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food products” based on CSO data. In addition, in 2022, “41 percent of Household GHG emissions were
from fossil fuels used for household heating, 36 percent were from fossil fuels used for transport, and
21 percent were from electricity use (including electricity used for heating and transport)”.%3

Over the next five years, transitioning the economy towards achieving the CAP objectives, meeting the
SECs and Carbon Budget targets by 2030, while working to ensure that no sector or community is left
behind, will be extremely challenging. Should Ireland fail to make sufficient progress towards its EU
2030 climate and energy targets, there are however flexibility options available to meet compliance
obligations set out in relevant EU legislation, which Government could choose to exercise. In 2023, joint
research conducted by the Department of the Environment, Climate and Communications (DECC) and
the Department of Public Expenditure, NDP Delivery and Reform estimated that costs of non-
compliance could range from around €3.5 billion (under the Fit for 55 WAM scenario) up to around €8.1
billion (under the WEM scenario) from 2021 up to 2030 under the EU’s Effort Sharing Regulation (ESR)
alone.'*15 In addition, as noted in CAP25, IFAC and the CCAC have recently published work assessing
potential compliance costs with the EU’'s ESR and the considerable degree of uncertainty involved.
They also point out that, to reduce potential costs, a significant emissions reduction will be needed.6

As our economy continues to decarbonise, and in facilitating the transition to carbon-neutrality, policy-
makers will inevitably face important trade-offs, including with regard to the energy trilemma of
affordability, security and sustainability and that the transition is managed in a fair and equitable
manner.t” In addition, there will need to be an increased focus on addressing the risks of climate inaction
by removing barriers which are hindering progress and causing slower rates of delivery than those
necessary to achieve our national, EU and international commitments.

Taxation policy plays a central role in incentivising or nudging the behavioural change necessary to
reduce GHG emissions and produce additional environmental benefits. Environmentally positive
taxation policy, operating in conjunction with other measures, provides an important policy lever for
advancing climate action and assisting to achieve carbon budgets and SECs. Fiscal measures, which
help to incentivise the use of greener fuels and technologies and a move away from pollutant fossil
fuels, will play an important role in the journey to a carbon neutral economy by 2050.18 Ensuring the
optimal mix of supports, regulation and taxation in place is a vital consideration for Government,
especially as we know action today is more cost-effective than action tomorrow.

To address the challenges and advance climate action, Government has shown its commitment by
providing significant levels of public resources for investment in the green transition, and to achieve the

13 See Decoupling Emissions from Economic Activity 2022 - Central Statistics Office

14 See Irish Government Evaluation and Economic Services Spending Review 2023 joint paper by the Department of the
Environment, Climate and Communications (DECC) and the Department of Public Expenditure, NDP Delivery and Reform
(DPENDRY), Estimating the Potential Cost of Compliance with 2030 Climate & Energy Targets. Link:
https://assets.gov.ie/246850/5982d0ec-1590-4caf-8c40-ce8bf178f5fc.pdf, and see Climate Action Plan 2024 (page 16) for more
information on the costs of compliance: https://www.gov.ie/en/publication/79659-climate-action-plan-2024/

15 This figure is focused on a range of possible outcomes to allow for a sensitivity analysis as advised by section 4.9.2 of the
Public Spending Code (PSC, 2019). The with existing measures (WEM) scenario is a projection of future emissions based on
the measures currently implemented and actions committed to by Government. With Additional Measures (WAM) scenario is
the projection of future emissions based on the measures outlined in the latest Government plans at the time projections are
compiled. This includes all policies and measures included in the WEM scenario, plus those included in Government plans but
not yet implemented. See Frequently asked questions | Environmental Protection Agency (epa.ie)

16 See Climate Action Plan 2025

17 See The National Demand Management Strategy: gov - New National Demand Management Strategy aims to reduce
congestion and free up our cities and towns (www.gov.ie) and: Climate Action Plan_2025 updated cover.pdf

18 See gov - Potential fiscal impacts of the transition to a lower carbon economy in Ireland (www.gov.ie) and Climate Action and
Tax Strategy Group — 23/07 July 2023 link: gov - Budget 2024 Tax Strategy Group papers (www.gov.ie)
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objective of a climate resilient, biodiversity rich, environmentally sustainable and climate neutral
economy by 2050. In both 2024 and 2025, voted public expenditure allocated to climate and
environmentally favourable programmes increased year-on-year. As part of the revised estimates
volume (REV) 2024 some €5.4 billion was allocated to climate and environmentally favourable
expenditure programmes for spending in that year. In REV 2025 (December 2024), it was considered
that some €7 billion of expenditure that is allocated for spending in 2025 will have a probable favourable
climate/environmental impact and support the green transition.

The Infrastructure, Climate and Nature Fund (ICNF) is providing €3.15 billion for designated
environmental projects to be allocated as part of the national development plan (NDP) review. It's
important to note that public investment alone however will not be sufficient to fund the transition, reduce
national GHG emissions and support the development of a climate resilient economy. A mix of
regulatory changes, taxation policy, subsidies, and private investment will be required to fund climate
action alongside the significant public expenditure resources applied to these objectives.

To this end, green financing is fundamental to guide, support and drive the transition. Ireland was
among the first European countries to issue Sovereign Green Bonds. To date, Ireland, acting through
the National Treasury Management Agency, has raised €11.3 billion, the proceeds of which have been
allocated against eligible green projects which generate a positive environmental benefit in six broad
categories; Built Environment/Energy Efficiency, Clean Transportation, Climate Change Adaptation,
Environmentally Sustainable Management of Living Natural Resources/Land Use, Renewable Energy
and Sustainable Water/Wastewater Management.

There is also commercial interest in Green Bonds. In 2025, AIB raised €500 million from the issuance
of its seventh green bond, bringing their total green bond issuance to €5.15 billion, while Bank of Ireland
raised €750 million from a new green bond in 2025 bringing their total green bond issuance to date to
€5.6 billion. In September 2023, the ESB raised €500 million issuing a green bond that aligns with the
European Union’s Taxonomy for sustainable activities. This shows the strength and influence of the EU
approach to steering financing towards the green transition.

The transition to a green economy also presents opportunities, and the EU taxonomy is a pivotal
instrument to guide and support Ireland’s green transition. The taxonomy acts as a classification
system for sustainable activities. The European Green Bond Standard utilises the detailed criteria of
the EU Taxonomy to define green economic activities and allows investors to clearly identify projects
that align with environmental goals. Sustainable Irish companies meeting these clear standards can
utilise the EU taxonomy. This will help drive and steer investment towards truly environmentally
sustainable projects.

In this context, key measures committed to as part of the national Climate Action Plan to reduce
emissions include:

e Significant expansion of renewable electricity generation, to reach 9 GW of onshore wind
energy, 8 GW of solar energy, and 5 GW of offshore wind energy production by 2030, in parallel
with the phasing out of coal and peat electricity generation.

e Greater energy efficiency within the built environment, through the completion of 500,000 B2
retrofits and the installation of heat pumps in 680,000 new and existing dwellings by 2030.

e Reducing transport emissions by cutting car journeys by 20%, ensuring that nearly 1 in 3 cars
is electric by 2030, and supporting a shift to more sustainable transport whereby walking,
cycling and public transport account for 50% of our journeys.
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e Reduced use of chemical nitrogen fertilizer in the agriculture section, along with the expansion
of organic farming to 450,000 hectares and tillage to 360,000 hectares and using anaerobic
digestion to reach 5.7 TWh of biomethane production (a more environmentally friendly natural
gas substitute) by 2030.

Cost-effectiveness is a fundamental element for a successful green transition and is key when selecting
which measures to implement and how to implement them. Consideration of both the sustainable use
of the public finances and equitable burden sharing in the planning of climate action measures is a
requirement of the 2021 Climate Act. The costs of climate action, which can be regressive in nature,
must be distributed fairly across both the public and private sector and therefore the economic
environment and regulatory framework need to be effectively used to mobilise private investment.

At a societal level, behavioural change has a crucial role to play in limiting climate change and protecting
our environment for future generations. This will require individuals, households and firms to think about
how they utilise resources and what changes can be made to promote a low-carbon circular economy
that benefits everyone. This again is something that requires broad stakeholder engagement to create
the degree of trust and buy-in required for these to be successful. An integral part of this process will
be planning for the just transition to which the Government is committed and in which no sector of
society or community should be left behind. We are keen to hear your views on innovative ways to bring
about this just transition and to maximise the opportunities it can bring for all of society as part of the
National Economic Dialogue.

As recent years have shown, unexpected new challenges can arise at any time, so it is important that
our climate action strategy is both resilient, adaptive, and embedded within the public policymaking
process. Costs of climate events are already with us, notably the storm events of late last year and early
this year. Taking account of climate change will not only ensure that we can overcome unforeseen
setbacks, but also that climate considerations are factored into decision making across the entirety of
the public service, to take account of any direct or indirect impacts that policies may have on the
environment.

Given the scale of the transition needed to avoid the worst impacts of climate change, the National
Economic Dialogue provides an excellent opportunity for exchanging views, and discussing how all of
us as stakeholders can contribute to prioritise measures that will achieve our targets in the most cost-
effective manner.

e Achieving Climate Action Plan 2025 (CAP25) targets and halving our emissions by 2030 will
require significant efforts from both the private sector and individuals, as well as Government.
In a growing economy, is our approach to climate action responsive and agile enough to adapt
to evolving political and economic circumstances, and a changing geo-political landscape?

e Security of energy supply, energy and food price inflation and affordability, and building
resilience to economic shocks are some of the main threats/opportunities to sustaining progress
towards our sustainability goals; how can we mitigate/adapt these and others?

e Further behavioural change progress is required to achieve a just and green transition - what
needs to be done to improve how climate action is framed from an economic and social policy
perspective?
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e Early action is critical to ensuring cost effective compliance with legally binding EU targets as
well as to avoid the costs of inaction - what can be done to accelerate delivery and to remove
impediments and barriers to investments across key sectors?
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Climate and Sustainability: Transitioning the Irish Economy

1. Achieving Climate Action Plan 2025 (CAP25) targets and halving our emissions by 2030 will
require significant efforts from both the private sector and individuals, as well as Government.
In a growing economy, is our approach to climate action responsive and agile enough to adapt
to evolving political and economic circumstances, and a changing geo-political landscape?

2. Security of energy supply, energy and food price inflation and affordability, and building
resilience to economic shocks are some of the main threats/opportunities to sustaining progress
towards our sustainability goals; how can we mitigate/adapt these and others?

3. Further behavioural change progress is required to achieve a just and green transition - what
needs to be done to improve how climate action is framed from an economic and social policy
perspective?

4. Early action is critical to ensuring cost effective compliance with legally binding EU targets as
well as to avoid the costs of inaction - what can be done to accelerate delivery and to remove
impediments and barriers to investments across key sectors?

Decarbonising economic activity or systematically reducing carbon emissions across all areas of the
economy is a key part of the global policy response to addressing the risks and challenges posed by
climate change. To meet climate targets set out by the Paris agreement across Europe the European
Green Deal commits the EU Member States to cut greenhouse gas (GHG) emissions and become
climate-neutral by 2050.1

Against this background, the Programme for Government 2025, “Securing Ireland’s Future”, the
Government has also set out its commitment to address the risks and challenges posed by climate
change. Ireland’s national emissions reduction target as legislated for in the Climate Action and Low
Carbon Development (Amendment) Act 2021, is to achieve a 51 percent reduction in overall GHG
emissions by 2030 compared to 2018 levels, and to reach net zero emissions by 2050. This is to be
achieved through a series of rolling “carbon budgets” that set out the maximum level of emissions that
may be permitted over 5-year periods. These carbon budgets have been further sub-divided into a
series of sectoral emissions ceilings. These sectoral ceilings set the maximum level of emissions that
may be released by each sector over the period of the carbon budget. 2

! See The European Green Deal - European Commission

2 See Climate Action and Low Carbon Development (Amendment) Act 2021 (irishstatutebook.ie) and gov.ie - Programme for
Government 2025 - Securing Ireland's Future
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