Towards carbon neutrality by 2035
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Finland's power sector already has low carbon intensity due to renewables and nuclear power. CO,
emissions are falling with growing wind power and solar PV, and the addition of Olkiluoto 3. The power
sector will likely be fully defossilised before 2035. The heat sector will benefit from this trend as well.
Surplus wind and solar PV electricity can be used in district heating via electric boilers or heat pumps,
which is highly efficient from a holistic systems perspective and leads to lower system costs. Support
for continued development of heat storage solutions is essential. By coupling power and heat sectors
alongside heat storage, district heating consumers will experience lower prices.

80 Carbon dioxide emissions in Finland

60

n II I Agriculture
40 II III III \ I \!I WM' mmmm Other energy
o/ e r

8 0\, POl (T s Transport
Q 20 h I III Industry
s I I I I IIIIII II s Energy
0 LULUCF
20 —o— Net

1990
1992
1994
1996
1998
2000
2002
2004
2006
2008
2020
2022
2024

2010
2012
2014
2016
2018

Figure 1. Carbon dioxide emissions in Finland [1].

The remaining areas of concern in terms of CO, emissions are the transport and industry sectors. The
most reliable pathway to defossilisation in these sectors is through electrification, direct and indirect.

As of 2024, over 30% of new cars sold in Finland are already electric [2]. Stronger incentives are
needed to boost electric vehicle (EV) sales. Annual vehicle taxes on EVs could be lowered further and
the use of fossil fuels disincentivised by reversing the reduction in liquid fuel tax rates [3]. Import tax
of used vehicles shall remain fully coupled to the CO, emissions to maintain a well working incentive for
lower prices vehicles and broader accessibility for more people as an element of a just transition.

The electrification is already taking place in industry. This transition should be accelerated to reduce
reliance on fossil fuels. Electrified industry also supports the integration of variable renewable
electricity. Maintain the financial support and incentives [4] to continue this electrification.

Our study [5] estimates that CO, emissions of Finland can be reduced to 14.5 Mt by 2035, which is 26%
below the 19.5 Mt projection by the Ministry of Economic Affairs and Employment [6]. Considering the
uncertainty with LULUCF sink capacity, which is projected to be 21 Mt by 2035 [7], it is better to
overachieve CO; reductions. Our Best Policy Scenario reaches 14.5 MtCO, by 2035 by electrifying 95%
of all light and medium duty vehicles and 90% of buses (all fleet, not only newly added fleet) and
quadrupling electricity consumption in industry (with direct electrification and indirect electrification
with e-hydrogen in the steel industry). Best Policy Scenario requires roughly 51 b€ cumulative
investments between 2025 and 2035, mostly in onshore wind power, solar PV and electrolysers. Such
enormous investments create many new jobs, build a resilient energy infrastructure, and enables new
businesses, based on low-cost sustainable energy.
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