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• A tax applied on imports at the EU border
• On products whose production is in sectors that are at risk of carbon leakage
• This could be a border tax or customs duty

• An extension of EU Emission Trading Scheme to imports
• Requiring the purchasing of emission allowances under the EU ETS by either foreign

producers or importers

• Carbon tax (e.g. excise or VAT type) at consumption level
• On products whose production is in sectors that are at risk of carbon leakage
• The tax would apply to EU production, as well as to imports

• The obligation to purchase allowances from a specific pool outside the ETS
• Dedicated to imports, which would mirror the ETS price

European Commission main options
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• ENVI (lead Committee) Rapporteur: Yannick JADOT (Greens/EFA)

• Shadows: Adam JARUBAS (EPP), Mohammed CHAHIM (S&D), Pascal CANFIN (Renew), 
Laura HUHTASAARI (ID), Rob ROOKEN (ECR), Manuel BOMPARD (GUE/NGL)

• Committees for Opinion: INTA, ECON (Rule 57), ITRE (Rule 56+), BUDG (Rule 56)

• ENVI Timetable: EC Timetable:
• Consideration of draft Report 28-29 Oct 2020 Public Consultations until Oct 28
• Deadline AMs 10 Nov 2020 at 11:00 Publication of answers?
• Vote in ENVI end Jan 2021 Impact Assessment poss. January
• Vote plenary Mar 2021 (tbc) Proposal June 2021

Process in the European Parliament (EP)
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• Overview of CBAM design elements emerging from EP draft documents so far

• Structured into the 8 key design elements discussed in ERCST publication ‘Border Carbon 
Adjustments in the EU Issues and Options’: 

1.Policy mechanism;  
2.Coverage of trade flows;  
3.Geographic scope;  
4.Sectoral scope; 
5.Emissions scope; 
6.Approach to determining embedded emissions 
7.Crediting for foreign climate policies; 
8.Use of revenue;

• 2 additional aspects considered:
9.Treatment of existing carbon leakage measures
10.CBAM alternative options

Emerging design elements from EP own initiative
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https://ercst.org/border-carbon-adjustments-in-the-eu-issues-and-options/


ENVI draft report ITRE draft opinion (incl. selected 
proposed amend. in brackets &italics)

ECON draft opinion

Carbon pricing under the CBAM should mirror the 
dynamic evolution of the price of Union 
allowances under the EU Emissions Trading 
System (EU ETS); […] the introduction of a rising 
carbon floor price under the EU ETS could ensure 
predictability under the CBAM while also ensuring 
a stronger price signal within the EU.

(The inclusion of importers in the EU ETS by 
obliging to buy CO2 allowances according to the 
carbon content of their imports could lead to a 
significant and unpredictable increase in carbon 
prices […], leading to an unbearable burden for 
European industry that is unproportioned to the 
EU industry’s decarbonisation efforts and 
exacerbating carbon-leakage risks;)
(Calls on the Commission to carefully examine the 
implications of a carbon border tax for the 
European emissions trading system (ETS) and its 
possible effects on company competitiveness).

Proposes that the CBAM be 
implemented as an extension 
of the EU emissions trading 
system (EU ETS), which would 
require importers to purchase 
allowances for the volume of 
carbon emissions incorporated 
in their products; notes that 
the mechanism should ensure 
a single carbon price, both for 
domestic producers and 
importers.

Interpretation: introduce a carbon 
customs duty or tax on imports, or 
create a separate pool outside the EU 
ETS from which importers would be 
required to buy allowances at a price 
mirroring that of EUAs; call for 
introduction of rising floor price in ETS

Interpretation: some opposition against 
including imports directly in the EU ETS 
cap.

Interpretation: inclusion 
of imports in the EU ETS 
cap; unclear whether it 
would encompass an 
adjustment of the cap

1. Policy mechanism
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ENVI draft report ITRE draft opinion (incl. selected 
proposed amend. in brackets &italics)

ECON draft opinion

Export rebates risk creating 
perverse climate effects, 
incentivising less efficient 
production methods for European 
exporting industries; urges the 
Commission to refrain from 
including export rebates in its 
proposal.

Decentralised climate actions can lead to 
carbon leakage and a competitive 
disadvantage on international markets for the 
EU industry; urges the Commission, 
therefore, to ensure full carbon-leakage 
protection and to consider the inclusion of 
export rebates in the mechanism.

(Opposes any introduction of export rebates, 
which would undermine the incentives for 
exporting industries to reduce their climate 
impact)

Requests that the implementation of the CBAM 
should lead to the progressive phasing out of the 
free allocation of allowances, following an 
appropriate transition period, since the 
mechanism ensures that EU producers and 
importers would have to deal with the same 
carbon costs in the EU market; notes that this 
phasing out should be coupled in parallel with the 
introduction of export rebates in order to maintain 
strong decarbonisation incentives, while ensuring 
a level playing field for EU exports.

Interpretation: imports 
only

Interpretation: imports and 
exports (some opposition within 
Committee)

Interpretation: imports and exports

2. Coverage of trade flows (imports, imports & exports)
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ENVI draft report ITRE draft opinion (incl. selected proposed 
amend. in brackets &italics)

ECON draft opinion

(Underlines the need to deduct costs incurred from 
carbon taxes, emissions rights under cap-and-trade 
schemes or equivalent climate mitigation measures, 
including those of a regulatory rather than a fiscal 
nature, in the country of production from payments 
at import under the mechanism and to avoid any 
discrimination based on origin).

(Take account of the specific situations of least 
developed countries that have not emitted much 
historically; stresses that it should not hamper their 
sustainable development.)

(should cover imports from all countries not subject 
to astringent carbon trading scheme of equivalent
CO2 emission reduction targets and costs.)

Urges that the proposed CBAM apply to all 
imports […].

Believes that the above proposal is compatible 
with World Trade Organization rules, since it 
does not discriminate between producers, is 
based on objective criteria and has a clear 
environmental objective.

Importers from third countries should not pay 
twice for the carbon content embodied in 
products.

Interpretation: all 
countries of origin (but 
use of revenues for climate 
finance in LDCs and SIDSs)

Interpretation: some apetite for 
exemptions on environmental or 
development grounds

Interpretation: crediting of foreign 
climate policies rather than 
exemption on environmental 
grounds

3. Geographical scope
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ENVI draft report ITRE draft opinion (incl. selected 
proposed amend. in brackets &italics)

ECON draft opinion INTA draft 
opinion

A CBAM should cover all imports, but 
that as a starting point already by 
2023 it should cover the power sector
and energy-intensive industrial sectors
like cement, steel, chemicals and 
fertilisers, which […] represent 94 % of 
Union industrial emissions.

It must eventually apply to all imports 
[…]. Temporarily, it will apply to the 
main raw materials, since their 
production emits high amounts of 
CO2 and is covered by the EU carbon 
market (explanatory statement).

Suggests a progressive mechanism that first 
includes sectors (which are emissions 
intensive and) with the highest risk of carbon 
leakage (such as clinker, cement, iron, steel, 
aluminium, some bulk chemicals, pulp, paper 
and oil refining) (with the potential for 
emissions abatement in third countries, and 
limited impact on downstream sectors) before 
being enlarged over time (to encompass all 
imports) (, after a thorough and 
comprehensive analysis of the mechanism’s 
impact on the sectors in question and 
downstream sectors); stresses that this should 
not lead to internal market distortions.

Urges that the proposed 
CBAM apply to all imports 
[…]. Recommends that a 
design be introduced that 
measures the carbon content 
of imports through their 
basic materials composition 
[…]; recalls that this feasible 
approximation would weigh 
each basic material covered 
by the EU ETS and multiply it 
by its carbon intensity value 
[…]

Notes that many 
carbon- and trade-
intensive industrial 
sectors could 
potentially be 
impacted by the 
CBAM, either 
directly or 
indirectly, and that 
it could influence 
supply chains.

Interpretation: pilot CBAM on 
Electricity and selected Basic 
Materials in EI sectors; 
Eventual roll-out to all ETS 
sectors.

Interpretation: pilot CBAM on on 
selected basic Materials. Eventual 
roll-out to all ETS sectors, except 
those with significant downstream 
impacts.

Interpretation: All 
imported products 
encompassing basic 
materials covered by 
the EU ETS.

Interpretation: 
consideration 
of supply chain 
impacts 

4. Sectoral scope
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ENVI draft report ITRE draft opinion (incl. selected proposed 
amend. in brackets &italics)

ECON draft opinion

The carbon pricing of imports 
should also take into account 
the country-specific carbon 
intensity of the electricity grid.

(Stresses the need for the mechanism to cover both 
direct and indirect carbon emissions)

(The scope of the mechanism covers emissions from 
energy in production.)

(Stresses the need to include the emissions resulting 
from transport in the carbon content pricing.)

Interpretation: Scope 1 & 
Scope 2 emissions

Interpretation: Scope 1 & Scope 2 emissions; 
some voice for partial inclusion of Scope 3 
(transport of imported goods)

5. Emissions scope
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ENVI draft report ITRE draft opinion (incl. selected proposed 
amend. in brackets &italics)

ECON draft opinion INTA draft 
opinion

GHG emissions content of 
imports concerned should be 
accounted for on the basis of 
transparent and reliable product-
specific benchmarks 
representing the global average 
GHG emissions content of 
individual products; […] the 
carbon pricing of imports should 
also take into account the 
country-specific carbon intensity 
of the electricity grid.

(Underlines that the CO2 content of imported products 
would need to be reliably and precisely determined, inter 
alia through independent third party verification and if 
such cannot be provided relevant average data; […] 
stresses nevertheless that the mechanism should not lead 
to excessive administrative burden, especially for small-
and medium-sized enterprises.)

(Method of calculation to take account as much as possible 
of the actual carbon content of the concerned good; 

The calculation method should not refer to the EU average
when establishing the carbon contents of products;

Ensure that importers are allowed to demonstrate low 
carbon content of their products, giving them the 
opportunity to lower the carbon payment for these 
products.)

A design that measures the carbon 
content of imports through their basic 
materials composition (as outlined in 
the proposal from the European 
Economic and Social Committee); this 
feasible approximation would weigh 
each basic material covered by the EU 
ETS and multiply it by its carbon 
intensity value – which ideally should 
be defined at country level; 

stresses that importers who are more 
carbon efficient should be allowed to 
demonstrate the specific carbon 
intensity of their products;

CBAM should be 
easy to 
administer and 
not place an 
undue burden on 
enterprises, 
especially small 
and medium-
sized enterprises 
(SMEs).

Interpretation: hybrid 
method using global avg. 
default CO2 values for 
direct emissions, and 
country-specific values for 
indirect emissions

Interpretation: use of global average default 
CO2 content values for direct emissions, 
while allowing better performing importers 
to demonstrate actual carbon content

Interpretation: use of 
country-specific average 
default CO2 content values, 
while allowing better 
performing importers to 
demonstrate actual content

Interpretatio
n: rely on 
default CO2 
content 
values 

6. Approach to determining embedded emissions 
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ENVI draft report ITRE draft opinion (incl. selected proposed 
amend. in brackets &italics)

ECON draft opinion

(Underlines the need to deduct costs incurred from 
carbon taxes, emissions rights under cap-and-trade 
schemes or equivalent climate mitigation measures, 
including those of a regulatory rather than a fiscal 
nature, in the country of production from payments at 
import under the mechanism and to avoid any 
discrimination based on origin)

(should cover imports from all countries not subject to 
astringent carbon trading scheme of equivalent CO2 
emission reduction targets and costs.)

(Underlines the necessity to conduct a thorough 
evaluation of all international rulebooks regarding 
their compatibility with the climate goals.)

Importers from third countries should not pay 
twice for the carbon content embodied in 
products.

Interpretation: crediting of price-based 
and regulatory foreign policies or country 
exemptions on environmental grounds

Interpretation: crediting of foreign 
climate policies 

7. Crediting for foreign climate policies
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ENVI draft report ITRE draft opinion (incl. selected proposed 
amend. in brackets &italics)

ECON draft 
opinion

Supports the Commission’s intention to use 
revenues generated by the CBAM as new own 
resources for the EU budget, and asks the 
Commission to ensure full transparency about the 
use of those revenues; […] these revenues should 
be earmarked for supporting the just transition and 
decarbonisation of Europe’s economy, and for 
stepping up the Union’s contribution to 
international climate finance in favour of Least 
Developed Countries and Small Island Developing 
States, which are most vulnerable to climate 
change.

Revenues to be considered EU own resources; these 
resources must be used for (social and) climate 
measures (, including for supporting third countries, in 
particular developing countries, in their efforts to 
decarbonize their economies, mitigate and adapt to 
climate change; stresses the importance of 
transferring decarbonized technologies towards 
developing countries; urges Member States to take 
measures, particularly fiscal measures, to support low-
income households and compensate any rise in price 
on imported goods as a result of the implementation 
of the mechanism;)

Inclusion of CBAM 
revenues into the EU 
budget.

Interpretation: EU own resources 
supporting domestic climate objectives 
(EU just transiton/decarbonisation) and  
contributing to international climate 
funds

Interpretation: EU own resources 
supporting domestic climate and social 
objectives and possibly contributing to 
international climate funds and 
tehnchology transfer

Interpretation: EU 
own resources

8. Use of revenues
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ENVI draft report ITRE draft opinion (incl. selected proposed amend. 
in brackets &italics)

ECON draft opinion

[…] stresses that treating imports 
and domestic production in the 
same way is a key criterion for 
ensuring WTO compatibility of any 
measure, and that, therefore, all 
existing measures on carbon leakage
under Union law should immediately 
cease to apply as soon as the CBAM 
enters into force, as this mechanism 
would apply carbon pricing to 
imports similar to what is applied to 
EU installations under the EU ETS.
Calls on the Commission to address 
this concern during the upcoming 
reform of the EU ETS.

Urges the Commission […] to ensure full carbon-leakage 
protection (by designing and adopting a carbon border 
adjustment mechanism as an additional and complementing 
measure to the existing carbon leakage measures) and to 
consider the inclusion of export rebates in the mechanism.

(Consider design that allows existing carbon leakage 
measures to co-exist with CBAM while not leading to double 
protection.)

(Underlines the need to assess the risks of both intra and 
extra-EU industrial delocalisation and outsourcing.)

(Calls on EC to analyse the possibility to transitionally 
maintain free allowances under ETS and/or electricity price 
compensation while slowly phasing in the mechanism;)

Progressive phasing out of the 
free allocation of allowances, 
following an appropriate 
transition period, since the 
mechanism ensures that EU 
producers and importers would 
have to deal with the same 
carbon costs in the EU market; 
[…] this phasing out should be 
coupled in parallel with the 
introduction of export rebates in 
order to maintain strong 
decarbonisation incentives, while 
ensuring a level playing field for 
EU exports.

Interpretation: immediate 
phasing out of free allowances 
and indirect cost 
compensation

Interpretation: maintain existing measures for 
instances where CBAM does not offer carbon 
leakage protection (e.g. free EUAs for exports if no 
export rebates)

Interpretation: Progressive 
phase-out of free 
allowances coupled in with 
phase-in export rebates 

9. Treatment of existing carbon leakage measures
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ENVI draft report ITRE draft opinion (incl. selected proposed 
amend. in brackets &italics)

INTA draft opinion

Calls on the Commission to conduct a thorough impact 
assessment on different mechanisms and designs to 
incentivise international climate action and prevent carbon 
leakage, (including a carbon tax on consumption and 
carbon footprint requirements in public procurement), 
before presenting a legislative proposal.

Calls for thorough impact assessments and 
for the utmost transparency of the process 
leading to the CBAM, as well as engagement 
with the EU’s trading partners to build 
coalitions and avoid any possible 
retaliations.

Interpretation: Recognition that BCA is one of 
many tools available to policy makers looking to 
reduce climate effort asymmetry and prevent 
carbon leakage

Interpretation: Recognition that BCA 
is one of many tools and of the 
importance of a dialogue with trade 
partners to make CBAM a 
cooperative approach 

10. CBAM alternatives
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Thank	you


