Public Consultation on the Carbon
Border Adjustment

Fields marked with * are mandatory.

Introduction

The European Green Deal adopted by the Commission on 11 December 2019 aims to transform the EU
into a fair and prosperous society, with a modern, resource-efficient and competitive economy where
there are no net emissions of greenhouse gases in 2050 and where economic growth is decoupled
from resource use. The long-term objective of climate neutrality by 2050 will be enshrined in legislation
and the Commission will propose to increase the EU’s climate ambition to reduce greenhouse gases
emissions by 50-55% from 1990 levels by 2030.

In this context, the European Green Deal emphasized that “should differences in levels of ambition
worldwide persist, as the EU increases its climate ambition, the Commission will propose a carbon
border adjustment mechanism, for selected sectors, to reduce the risk of carbon leakage”. Risk of
carbon leakage means either that production is transferred from the EU to other countries with lower
ambition for emission reduction, or that EU products are replaced by more carbon-intensive imports. If
this risk materialises, there will be no reduction in global emissions, and this will frustrate the efforts of
the EU and its industries to meet the global climate objectives of the Paris Agreement.

A Carbon Border Adjustment Mechanism (CBAM) would ensure that the price of imports reflects more
accurately their carbon content. This measure will be designed to comply with World Trade
Organization rules and other international obligations of the EU. This measure would be an alternative
to the current free allocation of allowances or compensation for the increase in electricity costs that
address the risk of carbon leakage, because of carbon pricing in the EU’s Emissions Trading System
(ETS). Since 2005, the EU Emissions Trading System has been a key tool for reducing greenhouse gas
emissions in the industrial and power sectors, by setting up a carbon market based on a 'cap and
trade' principle. The system works by putting a limit on overall emissions from covered installations,
which is reduced each year. Within this limit, companies can buy and sell emission allowances as
needed, while some allowances are provided for free to certain industries on the basis of harmonised
rules.

On 27 May 2020, the European Commission set out a Recovery Plan for Europe in response to the
economic and social impacts of the COVID-19 pandemic. In the context of this plan, a new recovery
instrument has been put forward by the Commission, with the proposal that the necessary funds be
raised by temporarily lifting the EU’s own resources ceiling. In this context, green own resources
could contribute to future financing of the EU budget while supporting the green transition of the
European economy and society. The Carbon Border Adjustment Mechanism is one of the possible
options mentioned in the Recovery Plan for Europe in this context.



https://ec.europa.eu/info/strategy/priorities-2019-2024/european-green-deal_en
https://ec.europa.eu/clima/policies/ets_en
https://ec.europa.eu/clima/policies/ets_en
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_940

The European Union is at the forefront of the fight against climate change and has set ambitious
energy and climate policies. The European Green Deal adopted by the Commission on 11 December
2019 sets out the policies to achieve climate neutrality by 2050. Delivering on the Green Deal will
require action by all actors and all sectors of our economy.

1. To what extent are you familiar with the following initiatives and legislation
at EU and international level?

. ii. iii. iv. Not

i. Very ) .
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familia . -

; y familiar familia r at all
r

*a. The EU Green Deal

*p. The European Climate Policy

* ¢. The Paris Agreement on climate change

*d. The UN Sustainable Development Goals

*e. The EU Emissions Trading System (ETS)

*f. The EU Energy Union

* g. The New Industrial Strategy for Europe

* h. The proposed, by the European
Commission, Recovery Plan for Europe and

the new recovery instrument Next Generation
EU

*i. The World Trade Organisation rules and EU’s
trade agreements

2. Please rate your level of agreement with the following general statements


https://ec.europa.eu/info/strategy/priorities-2019-2024/european-green-deal_en
https://ec.europa.eu/clima/policies/eu-climate-action/law_en
https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement
https://www.un.org/sustainabledevelopment/sustainable-development-goals/
https://ec.europa.eu/clima/policies/ets_en
https://ec.europa.eu/energy/topics/energy-strategy/energy-union_en
https://ec.europa.eu/info/strategy/priorities-2019-2024/europe-fit-digital-age/european-industrial-strategy_en
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_940
https://ec.europa.eu/info/files/eu-budget-powering-recovery-plan-europe_en
https://ec.europa.eu/info/files/eu-budget-powering-recovery-plan-europe_en
https://www.wto.org/english/thewto_e/whatis_e/tif_e/tif_e.htm
https://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/
https://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/
https://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/

i ii iii. iv.
Strongl| Somewha Somewha Strongly
y agree t agree t disagree disagree

a. Putting in place an EU Carbon Border
Adjustment Mechanism is justified if
differences of ambition between the EU and
third countries in fighting climate change
persist.

b. By reducing risks of carbon leakage, a
Carbon Border Adjustment Mechanism can
help achieving the EU objective of climate
neutrality by 2050 and contribute to global
climate efforts.

c. A higher price on some imported products
due to the introduction of a Carbon Border
Adjustment Mechanism in the EU would be
acceptable if it contributed to global climate
efforts

d. A Carbon Border Adjustment
Mechanism would impose unnecessary
burden on EU industry

The efforts of the EU to fight global climate change by increasing its climate ambition by 2030 and
become climate-neutral by 2050 could be undermined by a lack of ambition by our international
partners. This would mean a risk of carbon leakage via the transfer of production and thus emissions
from the EU to countries that have less strict climate policies in place, or via replacing EU products by
more carbon-intensive imports. In such case global emissions would not be reduced. A Carbon Border
Adjustment Mechanism could counteract this risk by ensuring equivalent costs of carbon between
imports and goods produced in the EU.

3. Questions on the risk of carbon leakage

3.1 In view of EU’s enhanced climate ambition the risk of carbon leakage is likely
to:
i. Increase
ii. Remain unchanged

iii. Decrease

3.2 To what extent do you agree with the following statements?

i ii. iii. iv.
Strongl Somewha Somewha Strongly
y agree t agree t disagree disagree

a. Carbon leakage is already a reality



b. Current measures to address the risk of
carbon leakage under the EU Emissions
Trading System and State Aid Rules, such as
free allocation of allowances and indirect
cost compensation are effective in limiting the
current risk of carbon leakage

c. Current measures to address the risk of
carbon leakage under the EU Emissions
Trading System are sufficient in limiting the
risk of carbon leakage even in view of the EU’s
enhanced climate ambition

d. A Carbon Border Adjustment
Mechanism could be effective in
addressing the risk of carbon leakage

e. A Carbon Border Adjustment Mechanism
can be effective in encouraging the
deployment of less carbon intensive
technologies and ambitious climate policies in
partner countries

f. A Carbon Border Adjustment Mechanism
can lead to a change in consumption
patterns in the EU, by making available the
choice of less carbon intensive products

g. Reducing greenhouse gas emissions can
be better achieved through regulatory means
such as performance standards for products
placed on the EU market

4. The objective of the Carbon Border Adjustment Mechanism is to address the
risk of carbon leakage from the EU to other countries. Please rate to what
extent do you agree that the following should be also part of the objectives of
the Carbon Border Adjustment Mechanism

[0 — Not important /---/ 5 — Very important]

a. Enable policies that aim at reducing carbon emissions in

the EU

b. Fostering the reduction of greenhouse gas emissions at

global level

c. Ensure a carbon - level playing field for producers in

terms of the impact of carbon-driven costs



5. Which of the following EU policy areas are the most important to take
into account in the design of the Carbon Border Adjustment Mechanism

[0 — Not important /---/ 5 — Very important]:

a. Climate, notably the EU Emissions Trading
System

b. Trade

c. Energy taxation

d. Development aid

e. Industry

f. Research and innovation

g. Circular economy

The Carbon Border Adjustment Mechanism in detail

A Carbon Border Adjustment Mechanism, for selected sectors, could contribute to reducing the risk of
carbon leakage. The initiative would be linked to the pricing of carbon inside the EU, which is regulated
for some sectors through the EU Emissions Trading System. The mechanism would aim at ensuring
equivalent carbon costs between imports and goods produced in the EU. The possibility to adjust the
price of exports also needs to be explored. However, some of the options described below may go beyond
a strict border measure and apply to EU production, as well as to imports. As part of the work on the
impact assessment, the Commission will develop a number of policy options that will address the type
of policy instrument to be employed, the methodological approach and its sectoral scope. Any option to
be envisaged will take into consideration the other initiatives foreseen in the context of the EU Green
Deal, current EU legislation such as the EU ETS and the EU’s international obligations.

Design and coverage of the mechanism

6. Which of the options (6.1-6.4) do you consider as appropriate for the design of a Carbon Border
Adjustment Mechanism as described above? Please also indicate your view about the effectiveness
and impact of each option:

6.1 A tax applied on imports at the EU border on a selection of products
whose production is in sectors that are at risk of carbon leakage. This could
be a border tax or customs duty on selected carbon intensive products. This
option would be:

i. Highly relevant

ii. Somewhat relevant

iii. Not relevant



6.1.1. The option described in 6.1 will:

i ii. iii. iv. v

Strongl Somewha Neither Somewha Strongly
y agree t agree agree or t disagree disagree

disagree

a. Be effective in addressing
the risk of carbon leakage

b. Impose little
administrative burden on
EU importers

c. Impose little administrative
burden on exporters from
partner countries

d. Be difficult to circumvent

6.1.2 The option described in 6.1 will have an impact on my activity. This
impact will be:

i. Positive

ii. Negative

6.2 An extension of the EU Emissions Trading System to imports, which
could require the purchasing of emission allowances under the EU
Emissions Trading System by either foreign producers or importers. This
option would be:

i. Highly relevant
ii .Somewhat relevant

iii. Not relevant

6.2.1. The option described in 6.2 will:

i ii. Neithe iv. V.
Strongl Somewha r Somewha Strongly
y agree t agree agree t disagree disagree

or
disagree

a. Be effective in addressing
the risk of carbon leakage

b. Impose little
administrative burden on
EU importers

c. Impose little administrative
burden on exporters from
partner countries



d. Be difficult to circumvent

e. Have a limited impact on the
operations of EU producers
subject to the EU Emissions
Trading System

6.2.2 The option described in 6.2 will have an impact on my activity. This
impact will be:

i. Positive

ii. Negative

6.3 The obligation to purchase allowances from a specific pool outside the
ETS dedicated to imports, which would mirror the ETS price. This option
would be:

i. Highly relevant
ii. Somewhat relevant

iii. Not relevant

6.3.1. The option described in 6.3 will:

i ii. Neithe iv. V.
Strongl Somewha r Somewha Strongly
y agree t agree agree t disagree disagree

or
disagree

a. Be effective in addressing
the risk of carbon leakage

b. Impose little
administrative burden on
EU importers

c. Impose little administrative
burden on exporters from
partner countries

d. Be difficult to circumvent

e. Have a limited impact on
the operations of EU
producers participating in the
EU Emission Trading System

6.3.2 The option described in 6.3 will have an impact on my activity. This
impact will be:



i. Positive

ii. Negative

6.4 Carbon tax (e.g. excise or VAT type) at consumption level on a selection of
products whose production is in sectors that are at risk of carbon leakage.
Under this option, the tax would apply to EU production, as well as to imports.

This option would be:

i. Highly relevant
ii. Somewhat relevant

iii. Not relevant

6.4.1 The option described in 6.4 will:

i
Strongl
y agree

a. Be effective in addressing
the risk of carbon leakage

b. Impose little administrative
burden on European
importers

c. Impose little administrative
burden on exporters from
partner countries

d. Impose little
administrative burden on
EU producers

e. Be effective in addressing all
the carbon emissions of the
sectors to which it is applied

f. Be difficult to circumvent

6.4.2 The option described in 6.4 will have an impact on my activity. This

impact will be:
i. Positive

ii. Negative

y iii. )
ii. iv.

Neither
Somewhat Somewhat
agree or i
agree ) disagree
disagree

V.
Strongly
disagree

6.5 Please specify other types of policy instruments not covered by the above

1000 character(s) maximum



7. Please rate the proposals in the list below with regard to their relevance for
the coverage of the Carbon Border Adjustment Mechanism

i. ii. iii. iv. V.
Strongl Somewha Neithe Somewha Strongly
y agree t agree r t disagree disagree

agree
or
disagree

a. The Carbon Border
Adjustment Mechanism should
cover not only direct emissions
but also include indirect
emissions that occurred in the
production of the electricity used
to produce the product

b. Carbon Border Adjustment
Mechanism should cover the
emissions of the complete value
chain, not only the emissions of
the last stage of production
before import into the EU

c. The Carbon Border Adjustment
Mechanism should differentiate in
the treatment of imports of
finished products, intermediate
products and primary inputs

d. Emissions from international
transport of the goods covered
should be taken into account by
the Carbon Border Adjustment
Mechanism

8. The Commission indicated in its Green Deal communication that the Carbon Border
Adjustment Mechanism would be proposed for selected sectors

8.1 Please indicate if you agree that the following could be relevant in
determining the coverage of the Carbon Border Adjustment Mechanism

i ii. jii. iv.
Strongl Somewha Somewha Strongly
y agree t agree t disagree disagree

a. Should focus on products from activities
covered by the EU Emissions Trading
System



b. Should focus on products from activities
covered by the EU Emissions Trading
System with highest risk of carbon leakage

c. Should not focus only on a product but
address the relevant parts of value
chains related to the product

8.2 Other important elements in the selection of sectors. Please specify:

450 character(s) maximum

9. Considering the criteria outlined in the previous question, please indicate which according to your
view could be the priority sectors that the Carbon Border Adjustment Mechanism should focus on.
Please choose sectors in the drop down menu that includes all the economic activities in Level 3
NACE (rev. 2) excluding services. Should more detailed specification be required, or if you would like
to select sectors not covered in the drop down menu, this can be provided in sectors 7-10 bellow at
Level 4 NACE (rev. 2). WE CANNOT REPLY TO THIS

Specific implementation issues

10. Please indicate to what extent you agree that the calculation of the
carbon content of imported products should be based on

i ii. iii. iv.
Strongl Somewha Somewha Strongly
y agree t agree t disagree disagree
a. EU product benchmarks for free allocation
under the Emissions Trading System, i.e. the
greenhouse gases emitted during the
production process
b. Country of origin-specific product
benchmarks to be defined for direct
emissions
c. Global product benchmarks to be defined
for direct emissions
i ii. iii. iv.
Strongl Somewha Somewha Strongly
y agree t agree t disagree disagree

10



d. EU emission factors to be defined for
indirect emissions, i.e. the emissions caused
by the generation of electricity used to
produce the covered product

e. Country of origin-specific emission factors
to be defined for indirect emissions

f. Global emission factors to be defined
for indirect emissions

i ii. iii. iv.
Strongl Somewha Somewha Strongly
y agree t agree t disagree disagree
g. A factor for both direct and indirect
emissions taking into account the production
method used in the installation were it was
produced
h. A method that traces the build-up of
emissions across the value chain of a product
in different countries
i. Giving importers the possibility to
demonstrate in a verifiable manner how the
product was manufactured
i ii. iii. iv.
Strongl Somewha Somewha Strongly
y agree t agree t disagree disagree

j- The Commission Product Environmental
Footprint method (which is in line with the
international standard ISO 14067 and

considers both direct and indirect impacts)

k. Product Environmental Footprint Category
Rules developed based on the Commission
Product Environmental Footprint method,
which also include a benchmark reflecting
average environmental performance

11. Please indicate to what extent you agree that the verification of the
carbon content of imported products should:

11



i ii. iii.
Strongl Somewha Somewha
y agree t agree t disagree

iv. Strongly
disagree

a. Be based on independent third
party verification

b. Allow for self-certification, supported
by occasional external audit

12. Please indicate to what extent you agree with the following statement

i ii. jii. iv.
Strongl Somewha Somewha Strongly
y agree t agree t disagree disagree

Provided that it is necessary to achieve the
objective of reducing the risk of carbon
leakage, the possibility to grant a rebate to
EU exporters should be explored under the
Carbon Border Adjustment Mechanism

13. The Carbon Border Adjustment Mechanism should have adequate anti-circumvention mechanisms.

13.1 Please indicate which of the following avenues for circumvention would
pose significant risks and should be prevented:

i ii. iii. iv.
Strongl Somewha Somewha Strongly
y agree t agree t disagree disagree

a. Substitution between primary inputs and
semi- finished goods

b. Resource shuffling in the form allocating
low carbon production only to the EU with no
or negative effect to the overall CO2
emissions

12



c. Transhipment strategies if the possibility
for exempted countries is included

d. Avoidance based on slight modification of
the product

13.2 Other avenues for circumvention, not indicated under 13.1 above.

Please specify:

250 character(s) maximum

14. Additional considerations on the scope of the Carbon Border Adjustment Mechanism

14.1. Please indicate to what extent you agree with the following
statements concerning the design of the Carbon Border Adjustment
Mechanism

Strongl Somewha Somewha
y agree t agree t disagree

a. Should not allow for any exemptions. All

imports should be subject to a carbon border

adjustment mechanism equally no matter

where they came from

b. Should allow for exemptions for

least developed countries

i ii. iii.

Strongl Somewha Somewha
y agree t agree t disagree

c. If a partner country has climate policies
creating sufficient incentives for emission
reductions, similarly to the EU for the products
in scope then no Carbon Border Adjustment
should be levied (relevant policies could
include national or regional emissions trading
system, carbon tax, or regulatory systemin
relevant sectors at home)

d. If a partner country has climate policies
creating sufficient incentives for emission
reductions which result in higher carbon costs
than in the EU for the products in scope, then
the Carbon Border Adjustment should result
in a credit for the importer for the difference in
carbon cost

iv.
Strongly
disagree

iv.
Strongly
disagree

13



14.2 Other considerations on scope and exemptions not covered by 14.1
above. Please specify:

250 character(s) maximum

The impacts will vary depending on the design and in particular on the sectors that will be covered
by the Carbon Border Adjustment Mechanism. The measure is expected to ensure that the efforts of
the EU and its industry for a transition to a climate neutral economy are not jeopardised by carbon
leakage. The measure should be consistent with the ambition of the European Green Deal to achieve
a just, socially balanced and fair transition.

15. Please indicate if you agree with the following statement

15.1 Economic impacts

i ii. iii. iv.
Strongl Somewha Somewha Strongly
y agree t agree t disagree disagree

a. The Carbon Border Adjustment
Mechanism would increase costs for EU
businesses in downstream sectors

b. The Carbon Border Adjustment
Mechanism would have a positive impact
on the competitiveness of EU industry in
the sectors concerned

c. The Carbon Border Adjustment
Mechanism would negatively affect EU
exporters in the sectors concerned

d. The Carbon Border Adjustment
Mechanism would have a positive impact on
investment in the EU

e. The Carbon Border Adjustment Mechanism
would encourage the consumption of less
carbon intensive products

f. The Carbon Border Adjustment Mechanism
would have a positive impact on innovation in
the EU and elsewhere by promoting clean
technologies

g. The Carbon Border Adjustment
Mechanism would result in the relocation or
replacement of activities from partner
countries into the EU

14



15.2

15.3

h. The Carbon Border Adjustment
Mechanism would result in the relocation or
replacement of activities from the EU to
partner countries in the downstream sectors
to which Carbon Border Adjustment
Mechanism would apply

Environmental impacts

i
Strongl

y agree
a. The Carbon Border Adjustment
Mechanism would improve the
effectiveness of policies aimed at fighting
climate change in the EU
b. The Carbon Border Adjustment
Mechanism would be effective in reducing
carbon emissions globally
c. The Carbon Border Adjustment Mechanism
would promote the adoption of similarly
ambitious climate policies by our trading
partners and thus contribute to the reduction
of global emissions
Social impacts
i
Strongl
y agree

a. The Carbon Border Adjustment Mechanism
would avoid job losses in the EU due to the
substitution of EU production by production
from partner countries with lower climate
ambition.

b. Depending on the sectors covered, the
Carbon Border Adjustment Mechanism, as
part of a broader climate policy, would
increase the price of consumer products
including those related to basic needs.

c. The Carbon Border Adjustment
Mechanism would have negative effects in
terms of jobs in sectors downstream from
those to which it applies by increasing the
cost of their inputs, which their competitors
in partner countries do not bear.

d. Potential negative effects on the
living standards of the poorer
segments of the population should be
compensated

ii.
Somewha
t agree

ii.
Somewha
t agree

jii.
Somewha
t disagree

iii.
Somewha
t disagree

iv.
Strongly
disagree

iv.
Strongly
disagree

15



15.4 Administrative impacts

a. The Carbon Border Adjustment Mechanism would increase the
administrative burden for exporters and importers into the EU

i. Yes
ii. No

Due to:
i. Complexity of establishing the carbon content of the product
ii. Alignment with measurement standards

iii. Verification and reporting procedures

b. The Carbon Border Adjustment Mechanism is likely to increase
the administrative burden for public administrations in the EU

i. Yes
ii. No

Due to:
i. Monitoring needs

ii. Adjustment of customs systems

c. The Carbon Border Adjustment Mechanism is likely to result in
higher administrative burden for SMEs

i. Yes
ii. No

15.5 Other economic, environmental, social or administrative impacts, not
indicated above.

Please specify.
1000 character(s) maximum

Should you wish to provide additional information (for example a position paper) or raise specific
points not covered by the questionnaire, you can upload your additional document here.

Please note that the uploaded document will be published alongside your response to the
questionnaire which is the essential input to this open public consultation. The document is an
optional complement and serves as additional background reading to better understand your
position.
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Please upload your file

Please provide your hyperlinks
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